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APPOINTMENTS VACANT 


None of the vacancies in these columns relates to a man 


CROWN AGENTS FOR THE COLONIES 
Se en ne er ee ant te ae ee 


posts 

moe required by the Government of Nigeria for the 

Marine Department, for one tour of 18 to 24 months — 
prospects of permanency. 


by qualification is desirable but not essential. Apply a y = — 
tter, stating age, whether married or single, and 
this paper per 0 gm 


ualifications and experience and — 
, London, S.W.1, 


Calas AGENTS FOR THE COLONIES, 4, 
quoting M/N/18697 on both letter ‘and pone ea 


ENIOR ASSESSMENT OFFICERS required for the Income 
Tax Department of the Governments of the Malayan Union 
and Singa for one tour of three years with el ee of 


=. according to ae eae war service 
a month (dollar = 2s. 4d.). Cost of living 
p anon pad up Ang $110 for single man and $160 a month for m 
man. Children’s allowance of $70 for first child and $50 a month 
for second child. Outfit allowance, £60. Free passage and liberal 
leave on full salary. Candidates must be Chartered or Incorporated 
accountants or possess similar professional qualifications and have 
had substantial income tax experience. Apply at once by letter, 
stating age, whether married or single and full particulars of 
a and experience and mentioning this paper, to the 
OWN AGENTS FOR THE COLONIES, 4, Millbank, Loolda e W.1, 
quoting M/N/18547 on both letter and envelope. 


BRITISH ELECTRICITY AUTHORITY 
Deputy CHIEF ACCOUNTANTS 
HE BRITISH ELECTRICITY AUTHORITY desire to 
appoint Deputy Chief Accountants. The salary scale is £2,500 
per annum rising by annual increments of £100 to £3,000 per 
annum, subject to deductions for superannuation, and su 
candidates will be placed at points in the scale appropriate to yn 
qualifications and experience. The Authority are prepared to 
consider an additional allowance in the case of a suitable candidate 
already receiving remuneration above the specified maximum. 
Candidates should have extensive experience in accountancy in 
the Electricity Industry and should have held responsible posts in 
payers | Undertakings. Preference will be given to candidates 
— engaged within the Industry. ‘ 
pplications, giving age, qualifications, experience, presen’ 
salary and personal no which will be acknowledged and 
treated as confidential, should be sent within 14 days to the 
DrrREcTOR OF ESTABLISHMENTS, British Electricity Authority, 
Portland Court, Great Portland Street, London, W.1. 


UDAN RAILWAYS require for service in the Sudan a Senior 
— with first-class professional qualifications plus 
experience in administrative or executive with 
commercial or public ey fe . Age 30-40. Long term 
contract for 12 36 with gratuity of 
£E4,000 on completion or, alternatively, Provident Fund contract for 
not less than 7 years in the scale £E560—1,100 with customary 
Provident Fund contributions and benefits. In both cases, starting 
rate according to age, qualification and experience, followed by 
paioee increases and with prospect of eventual promotion ; also 
t of Living Allowance, now 45 per cent. of salary, subject to 
maximum £ . There is at present no Income Tax in the Sudan. 
Strict medical examination. Application form and further informa- 
tion from Sudan Agent in , Wellington House, Buckingham 
Gate, London, S.W.1. Please mark envelope “‘ Senior Accountant.’ 


J Nag nnt or oht require competent Senior Clerk. Applications 
— education, age, — and salary required, should 


25, Friar Lane, 


pete Horrs & KART, Accountants and remenen 


ACCOUNTANCY—Advertisements 


CCOUNTANTS uire fully experienced and qualified ait 
Assistants. Good prospects offered to suitable ~ -2y 
Reply, stating age, € xperience and salary ~ 

Russe. & Co., 12, terloo Street, Birmingham, 2 


CCOUNTANT, preferably qualified, required as Mine Account- 
ant in Tanganyika; age about 30; single ; , £800 
p.a., passage paid both ways. Write, only giving brie details 

of education experience, to—Box “ KS. ”, c/o J. W. Vickers 
AND Co., Ltp., 7/8, Great Winchester Street, London, E.C.2, 


N INSPECTING AUDITOR is required b haar th 
mercial company operating throughout Great Britain Good 
education, alee personality, sound accountancy 
pee ae and a manner are essential. A good salary and 
— are offered to a successful dart rite, 
wine full details of capsrionen, with two references, ee 


‘c/o Accountancy, Incorporated Accountants’ Hall 
g/o, Accous W.C.2. ee’ 


IARDIFF.—Chartered Accountants have a vacancy in their 
Cardiff office for Bono a r — tant. aaa haere 
experience, etc.— o. 4, c/o ACcoUNTANCY, Incorpora’ 
Accountants’ Hall, W.C.2. . 


XCELLENT OPENING for young 
staff of Chartered ee eter an ome <ngetiee, renly . 
giving age, experience an: required to x No. 7, c/o 
soo wick Incorporated Accountants’ Hall, Victoria Embank- 
ment 


NCORPORATED OR CHARTERED ACCOUNTANT 
required immediately for Managing Clerkship by old-established 
firm of C.A.s, Central London. Salary £550 to commence, annual 

increments of £25 up to £700. Knowledge of mechanised accounting 
preferable but not essential. Reply, ae 9 age, experience, etc., 
to Box No. 2, c/o Accountancy, Incorporated Accountants’ Hall, 
Victoria Embankment, W.C.2. 


ENIOR AUDIT CLERK fronne) “. qualified, required 
Ss y firm < Chartered A tants ome en with 
oo ering i capedenne | in yo om and taxa- 
tion matters. Reply, giving age, experience and salary required to 
Box No. 6, c/o AccounTANcy, ted Accountants’ Hall, 
Victoria Embankment, W.C.2, 


: % LEICESTER TEMPERANCE AND GENERAL PER- 
ENT BUILDING SOCIETY requires a Senior Clerk, 
-aged 25 to 30. Applicants must ‘be either Chartered of 
ted Accountants. Commencing £550 with prospects. 
Contributory Pension Scheme. Applications, in writing, giving full 
details of age, oe and experience, should be ian to the 
Geis. 3-15, Belvoir Street, Leicester, endorsed ‘ Senior 


OUNG CHARTERED OR INCORPORATED ACCOUNTANT 
required to take charge of a section of the Internal Audit 
Department in an im t and well established industrial 

group. ee should have a eper daeny ledge of cos 
control and be interested in modern me i cercustiee out 
Administrative Organisation. Write, giving full details of personal, 
—— and business career, stating salary required to—Box 
No. 5, c/o Accountancy, Incorporated Accountants’ Hall, 
Victoria Embankment, W.C.2. 


PRACTICES AND PARTNERSHIPS 


NCORPORATED ACCOUNTANT, age 39, seeks partnership in 

ive firm of accountants in Bradford (Yorks). Advertiser 

fe had extensive experience in commercial field as business ex- 

ecutive, organiser and financial adviser. Moderate amount of capital 

available.—Reply in confidence to Box No. 9, c/o ACCOUNTANCY, 
Incorporated tants’ Hall, Victoria Embankment, W.C.2. - 


NCORPORATED ACCOUNTANT with growing connection 
wishes to purchase small practice or single connections 
—London or South-East. Write Box No. 1, c/o AccounTANCY, 

Incorporated Accountants’ Hall, Victoria Embankment, W.C.2. 


MISCELLANEOUS 


AME PLATES FOR ACCOUNTANTS (or newly-formed 
Companies) Ptrated leat on f Send words for full-size 
so gage Illustrated et on a agg of 2d. stamp.—Mai_z 

& Son, Lrp., 367, Euston Road, N 
(Continued on as ‘ xii) 
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PROFESSIONAL NOTES 


What Kind of New Year ? ’ our own internal purposes than we can afford. The 

The year 1948 opens with a question-mark. Will — inescapable dilemma thus remains—that we must do 
Britain put its economic affairs in order, showing ne of three things. First, quickly and greatly expand 
the world, as it showed a revolution-stricken Europe the output of economic goods flowing from a given 


, 1 f real . Second, cut further con- 
one hundred years ago, that it possesses a supreme saniehih coatiy ganna in he country. Third, 


power of stable survival ? Not all the portents are 5 : rogramme for investment 
dismal ones. There is good evidence of a higher level rate prove dag oy 3 Soe can hardly produce 
of output in many industries—most notably in coal. _ big enough results in a short enough time. As for the 
Even though the “inflationary gap” has not been _last course, during last month the White Paper 
closed, there is at least a more widespread apprecia- Capital Investment in 1948 set out the Government’s 
tion of its dangers, and rather greater hope that the _ plans for a reduction in the rate of investment from 
new Chancellor will act strongly in the face of them. _ the level of £1,600 million for 1948 (as originally 
Even more important, the likelihood that the planned) to £1,420 million, and any intensification of 
United States Congress will approve aid to Europe __ this reduction cannot now be expected. Indeed, the 
not substantially less than the $17,000 million | announced cut is so concentrated on the capital | 
recommended by President Truman for the period  Tequirements of industry, as contrasted with non- 
April 1, 1948, to June 30, 1952, of which $6,800 reproductive capital in the social services and else- 
million would apply to the first fifteen months, Where, that its effects upon productivity may be | 
opens a new prospect for Western European recon- Very serious. There remains the second course. iP 
struction, a pre-requisite for British recovery. The Clearly, a reduction in the consumption of basic i 
difficulties ahead for us are nevertheless enormous. foodstuffs could only be tolerated 1m extremis, so i 
The Chancellor’s latest figures show that we may _ that it seems that miscellaneous consumers’ expendi- 
achieve an over-all balance in our current account ture is the balancing item in the account. Failing i 
with oversea countries in 1948. But since it is dollars unexpected developments, it is difficult to see how a t 
that- matter in existing circumstances we have to decline in the volume of consumables, other than i 
loot to the deficit of the sterling area with the essential foodstuffs, can be avoided during 1948. i 
estern Hemisphere, and this is now running at the ny 
rate of £700 million per annum, to be reduced, if More Stringent Control of Capital Issues— 
Sir Stafford’s forecast is correct, to £300 million in Consistently with the cuts in capital investment, it 
1948. We are still using up more real resources for § the Government has issued revised instructions to i 
; Qe i 
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London, W.C.2. 


DEVELOPMENTS IN COST . 


ACCOUNTING 


In the year 1887 there was published in London 
a book entitled Factory Accounts by Garcke and Fells. 
That was the first detailed attempt to expound the 
principles of cost accounting. It is interesting to 
note that the authors dealt fully with the records of 
labour and stores and the allocation of indirect 
expenses, and that they emphasised the importance 
of the “ assimilation of cost and commercial books.” 
Much has been written on the subject of cost accounts 
during the intervening sixty years, and the time was 
certainly ripe for a simple clarification of the broad 
principles which must underlie all forms of cost 
accounting. The early authors went no further in 
their first edition than the historical treatment of 
costing by the preparation of informative accounts 
after the work or contract was finished. Cost control, 
standard costing, and uniform cost accounting are 
natural outcomes of the original process of cost 
ascertainment. But in the process of development 
there has been much confusion of thought ; many 
new ideas and theories have been tested ; arguments 
have sometimes become heated, and some protagon- 
ists of new conceptions have not hesitated to condemn 
everything that had been said or written before. 

A special welcome can therefore be accorded to 
Developments in Cost Accounting, a small work of 52 
pages with diagrams, recently published on behalf of 
the Council of the Institute of Chartered Account- 
ants. It constitutes the Report of the Cost Account- 
ing Sub-Committee of the Taxation and Financial 
Relations Committee of the Institute. It represents 
the combined thoughts of industrial accountants and 
practising accountants, and, although it is stated 
that the opinions expressed may not necessarily be 
those of the Council, it bears the imprint of the 
Institute, and is published with its sanction. The 
book is not a text-book or a comprehensive treatise. 
It is essentially a statement of principles. Much 
attention is given to the modern t ique of standard 
costing combined with budgetary control of operating 
costs. 

One of the most important pages in the book is 

' that which deals with past defects and their remedies. 
The following are given as five of the most important 
respects in which costing has, in the past, sometimes 
— to be defective or inadequate : (a) it has not 

based ow data furnished by proved accounting 
processes ; (b) overheads have been allocated on 
imperfect and unscientific bases ; (c) the distinction 


January, 1948 
between fixed and variable expense has been con- 


’ fused ; (d) the historical basis of presentation has been 


used without a stringent comparison against what 
might have been achieved ; and (e) there has been 
lack of uniformity in costing as between individual 
firms, leading at times to the development of price- 
cutting conditions detrimental to the whole of a 
particular industry. These defects and their remedies 

vide material for a substantial part of the book. 
t is thus that progress is made in any field of 
development ; by the ruthless identification of past 
errors, a detailed analysis of the causes which led 
thereto and a scientific approach to remedial 
measures. 

It is laid down as a broad principle that the pur- 
poses of cost accounting should be to control ex- 
penditure, to provide a basis for estimates and cost 
ascertainment, and to aid the formulation of operating 
policy. The order of these three purposes is significant. 
As one of the main conclusions we read that the cost 
and financial accounting records should be integrated 


- and complementary, two parts of one whole. It is, 


in effect, the same conclusion as that enunciated by 
the early writers, and clears the whole subject of 
unnecessary elaboration and confusion which had 
grown during the years and ially obscured the 
light which cost accounting should throw upon the 
business as a whole. There will be general agreement 
with Mr. Gilbert D. Shepherd, the President of the 
Institute, who points out in his foreword that it may 
not be possible for all members in practice to under- 
take a specialised study of cost accounting since it 
involves a detailed knowledge of the technical side of 
each particular business. 

By a coincidence, an allied book has just been 
issued to the public by the Institute of Cost and 
Works Accountants under the more restricted title 
of Uniform Cost Accounting and the Principles of Cost 
Ascertainment. This work deals with the subject, as 
the title indicates, chiefly from the “historical ”’ 
point of view, but, rather curiously, gives as an 
instance of the routine information which can be 
pees by ascertained costs ‘‘ control of the business 

y a master plan, using budgets as the basis.’”’ It 
makes control sound almost too simple, provided 
information is available on ascertained costs. Here 
again uniform costing is advocated strongly, and the 
development of methods applicable to the system is 
traced through various conferences and writings, 
whilst the advantages to be derived are set out in 
convincing terms. 

It still appears to be necessary to stress the im- 
portance of costing, particularly in commercial units 
of medium or small size. The large units mostly appre- 
ciate the vital necessity of costing and know how to 
apply it for the advancement of the business. Perhaps 


that is why they become and remain large units. ~ 


But there is a duty upon all accountants to see that 
the technique of costing is not over-elaborated. 
Following the principle that the content of any cost 
must be determined by the use to which that cost is 
to be put, it may be added that the methods of 
arriving at cost must be completely understood by 
those whose duty it will be to translate costing 
information into increased trade. 
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Accountancy in the Modern State 


By P. D. LEAKE, F.C.A. 


The Political Quarterly contains in its April- 
June 1947 issue an interesting article, ‘entitled 
“* Accountancy in the Modern State,”’ written by Mr. 
Henry Smith, in the course of which various questions 
are raised relating to the duties and the conduct of 
company directors and professional auditors of 


limited liability companies. These questions merit 


some further consideration. 

Many of the doubts and difficulties referred to by 
Mr. Smith arose during the war years. In that 
period he undertook duties ‘‘ which involved placing 
considerable limitations upon the activities of busi- 
ness men: controlling their profits, directing their 
activity, securing their co-operation in the field of 
distribution and, in short (largely by permitting them 
to make generous profits in some branches of activity 
while preventing them elsewhere), ensuring that their 
conduct was in conformity with the directives laid 
down by the British Government.”” This must have 
been an exceptionally difficult job. 

The article recalls that “an increasing proportion 
of the income of the community is coming to be 
earned corporately through the activity of limited 
liability companies,’ and suggests that because of 
this, and the growing use of the holding company, 
“too often showing in its published accounts only 
the net income accruing from the combined activities 
of its subsidiaries, the gap between the owner and his 
property tends to become so wide that he does not 
know from what part of his property his income is 
derived, and thus cannot control it.”” No doubt in 
the past there has sometimés been good ground for 


complaint on this score, but, in the main, it has been . 


met by the growing practice of holding companies 
to publish, in considerable detail, consolidated balance 
sheets and profit and loss accounts. Moreover, the 
Companies Act 1947 enacts, in Section 14 and onwards, 
a number of rather complicated new provisions 
affecting -holding companies and their subsidiaries, 
and making it obligatory to lay group accounts before 
a holding company in general meeting. 

In considering the important subject of the 
effective and necessary control by the shareholders in 
limited companies owning industrial undertakings, it 
is a fact that the control and management of a 
company 
the shareholders themselves, and that these directors 
aré responsible to the shareholders for the proper 
conduct of the business, and for the preparation of 
annual balance sheets and profit and loss accounts 
giving a true and fair view of the state of affairs of 
the company. Provided that the directors do not 
transgress the law, it is not the duty of auditors, or 
of anyone else, to attempt to interfere with their 
discretion in the management of the business in any 
way whatever, and it could not be otherwise. But 
Mr. Smith says, “ It is hardly an exaggeration to say 
that the normal company director r himself as 
so much better a judge of the policy of his company 
that he can and should decide (within the law), with 


is in the hands of directors appointed by - 


what information it is safe, in their own interests, to 
provide the shareholders. And, in a word, the 
directors engage the accountants and determine their 
remuneration. Now, as a body, accountants are 
honourable men, and maintain a rigorous professional 
standard: the question of distortion or concealment 
of truth does not arise in any crude form. But, 
inevitably, the profession accepts the attitude of the 
directors, and, where the law and the custom of 
accountaricy permit of a greater or of a lesser revela- 
tion, choose the latter. The question of where the 
line may legitimately be drawn between concealment 
and justifiable simplification is often, however, a 
delicate matter.” 


Distinctive Duties of Directors and Auditors 


The question of where to draw the line is, ulti- 
mately, a question of law. It is the duty of company 
directors to satisfy themselves that proper books and 
records are kept by a company and that every balance 
sheet of a company give a true and fair view 
of the state of affairs of the company as at the end 
of its financial year, and that every profit and loss 
account of a company shall give a true and fair view 
of the profit or loss of the company for the financial 


year. 

And, thereafter, it is the duty of professional 
auditors to examine the books and records of a 
company and to satisfy themselves that every balance 
sheet and every profit and loss account, in their 
opinion, gives a true and fair view of the state of 
affairs of the company during, and as at the end of, 
the period concerned. 

If, on this subject, there should be found to be a 
serious difference of opinion between company 
directors and professional auditors and this cannot 
be composed, then the matter will be adequately 
referred to in the auditors’ report to the shareholders, 
which is attached to the published accounts; and 
this reference may sometimes extend to references to 
disapproved practices, even though these are admit- 
tedly not illegal. 

The most important and certainly the most 
difficult problem involved in the preparation of an 
industrial balance sheet and profit and loss account 
is to attain a right measurement of the profit or loss 
—the plus-or minus—arising within the year or other 
accounting period from the carrying on of the 
ordinary business of the undertaking. Any substan- 
tial profits or losses of a casual or non-recurring 
nature, and any adjustments relating to other than 
the particular accounting period, must be shown 
separately in the accounts. The approximately 
correct periodical measurement of industrial profit 
and loss is a science which is very vital to the successful 
carrying-on of industry. And it is, moreover, a 
rapidly developing science of which professional 
auditors are the masters, owing to their long training 
and wide experience. And, furthermore, professional 
auditors are both independent and neutral, for which 


fi 


6 of ACCOUNTANCY 


reasons their services to examine and certify accounts 
are quite indispensable to industry in a modern 
State. 


Internal Supervision, Inspection and Check 

Professional auditors are also, of course, well 
qualified to investigate and advise upon what has 
come to be called the internal—and sometimes the 
efficiency—audit. The efficiency audit (one of the 
functions of the internal audit) is not unknown in 
private industry. It is quite different from the 
professional audit. Professional auditors must satisfy 
themselves that shareholders get a true and fair view 
of a company’s results and financial position, and 
that there is no evidence of loss of property through 
fraud. On the other hand, it is no part of their duty 
as auditors—nor could it be—to suggest inefficiency 
in the organisation and conduct of the undertaking. 
Above all else professional auditors must satisfy 
themselves that all profits and losses, however great 
they may be, are properly measured and faithfully 
disclosed in the periodical balance sheets and profit 
and loss accounts presented to the shareholders. 

Owing to the vast difference between the character 
and responsibilities of the work undertaken in con- 
nection with the so-called internal audit on the one 
hand, and the professional audit on the other, it is 
very unfortunate that the word “ audit ’”’ has come 
to be commonly applied to both of these widely 
different functions. The internal audit seeks to 
ensure efficiency, and is under the control of the 
directors. It is very important, and even necessary 
in the case of many undertakings, but it is essentially 
in the nature of internal supervision, inspection, and 
check to ensure, from time to time, that the whole 
organisation and set-up of the concern are on the 
right and most efficient lines. Effective current 
supervision of this kind greatly facilitates the work of 
professional auditors, but it does not in any way 
reduce or affect their responsibilities. : 


Control of Company Share Capital 

It is a fact, then, that although an increasing 
proportion of the income of the community is coming 
to be earned corporately through the activities of 
limited liability companies, the capital embarked in 
these enterprises still remains in the control of the 
owners, who are the shareholders. This is, of course, 
provided always that the annual accounts of a 
company give a true and fair view of the state of 
affairs of the company, as is required by our company 
law, and this must be duly confirmed by independent 
professional auditors, who, from long practice and 
wide experience, are best qualified to express an 
opinion upon the measurement of industrial profit 
and loss, which is always a most vital and important 


question. 
Nationalisation of Industry 
On the subject of nationalisation of industry Mr. 


- Smith says, ‘“‘ Ownership implies control : control is 


not possible without adequate information. In the 
immediate future the people of this country are 
going to become the owners of a very substantial 
proportion of the industrial property of the country. 
The extent to which that ownership is real will 
depend upon what the accountants tell them.”” This 
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seems to suggest that annual balance sheets and 
profit and loss accounts will be published. Very 
little, however, is yet known of the type of organisation 
to be set up to carry on each of those industries which 
it is proposed shall be nationalised. Such an organisa- 
tion will need the skilled services of an adequate staff 
of trained accountants to supervise the keeping of 
the books and records, and to satisfy themselves that 
these are planned on the right and most efficient lines. 
At the end of each year the chief accountant and his 
staff will have to summarise the returns received 
from the many districts or divisions, and then prepare 
a balance sheet and profit and loss account for the 
industry as a whole. These accounts will presumably 
be considered and by the Board of Control, 
and should then be submitted for examination and 
report to practising professional auditors. The need 
for an independent audit will not be less than in the 
case of the accounts of limited liability companies. 

Many questions will arise in connection with 
nationalised industries. The public—the taxpayers 
—will have to pay the piper, and so should be able 
to call the tuné. Will the public be supplied through 
the press with the usual form of accounts? These 
should show clearly, under the customary heads, the 
assets and liabilities existing at the date of each 
balance sheet and the profit or loss arising during 
the year ended on the date of the balance sheet. To 
avoid possible futility in an audit of the accounts of 
any nationalised industrial undertaking, the audit 
should be made by practising professional accountants 
who are otherwise not in the employ of those re- 
sponsible for the undertaking. It is unlikely that 
practising professional accountants will ever become 
civil servants. Mr. Smith seems to assume that the 
auditors will become civil servants. 


Moral and Ethical Questions 

One can well understand the difficulties and 
obstacles met with by Mr. Smith when he undertook 
certain duties during the war, which involved some 
interference with the activities of business men, while 
at the same time, he endeavoured to hold the scales 
fairly in dealing with innumerable questions which, 
as he says, “‘ were essentially moral or ethical in their 
character.”” Such questions are, however, usually of 
a political or party character, and should, no doubt, 
be settled in such a way as to attain the greatest 
good for the greatest number. But how to do this 
is a matter upon which opinions widely differ. For 
instance, a great many people, including many 
professional accountants, are convinced that the 
extreme and confiscatory extent to which our present 
system of so-called progressive income taxation 
requisitions and takes away from the owners practic- 
ally the whole surpluses of all large incomes, operates 
to deprive wage-earners of the direct benefit of these © 
surpluses. The reasoning is this—these surpluses, 
remaining after providing the standard rate of 
income tax, if left in the able and successful hands in 
which they have arisen, would not be consumed by 
the owners. They would represent real capital ; and 
capital abhors idleness. Thus, to the permanent 
advantage of the State and also in the naturally 
selfish interests of both owners and wage-earners, 
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for the ‘individual incomes—which, under our tax system, are 


wage-earners 
building of new Act se plant, and senor taken away from the owners—become productive of 


for the provision of continuous new emplo 
It cannot be said that these surpluses 


new employment and new wealth as they would if 
aa left in the hands of the owners. 


Accountancy in the Modern State—A Reply 


By HENRY SMITH 


In the article to which Mr. Leake refers, I was 
concerned to establish two conclusions. First, that 
the contemporary technique of accountancy, con- 
cerned as it was with the exact definition of property 
rights and the analysis of corporate income from this 
standpoint, was too narrow to afford a satisfactory 
basis for economic decisions which involved the 
public interest. Secondly, that there was some 
degree of probability that the institutional set-up of 
the modern world might produce some bias in the 
judgment of the profession as between shareholders 
and directors in favour of the latter (see, for example, 
Samuel’s Shareholders’ Money) -and that this 
tendency might lead to an undesirable increase in the 
power of the bureaucrat in nationalised industry. 

The Issue of Independence 

Mr. Leake’s admirably lucid exposition of existing 
legal provisions and professional practice, and his 
description of the changes envisaged by the _ 
company law, have reference to the wis of eo he 
theses. His explanation of the position now o 
ing may, in the eyes of accountants, refute my 
argument ; it ry on the other hand, establish it 
more firmly than I could ever have hoped to have 
done by recalling to memory experiences which 
support my interpretation of the position. I am 
content to let the case rest. And as for the implica- 
tion that the more detailed are the accounts of 
nationalised industry with which the public are 
entrusted the better, I suspect that Mr. Leake and I 
are in complete agreement. Furthermore, there is, 
I am sure, nothing between us on the desirability of 
the auditors who are dealing with the accounts of 
nationally owned concerns being independent of em- 
ployment by the same branch of the public service as 
that of which the accounts are under survey. No 


“private firm of accountants could, however, excel in 


their objectivity the Exchequer and Audit organisa- 
tion. Moreover, the Public Accounts Committee is 
not without influence. But if it were proposed, as 

well it might be, that nationalised industry should 
submit its accounts to a private firm of auditors, and 
the accounts so audited should enjoy the widest possi- 
ble publicity, I should support the proposal without 
hesitation. When public money is employed in 
industrial or quasi-industrial activities, the public 
has clearly the right to know exactly what is the profit 
or loss on each operation, and to have the case for 
making a profit or a loss put before it in simple terms. 


_What I am concerned with is the first of my two 


propositions—that the accountant is not the right 
man to decide or even to advise whether or not a loss 
or profit ought to be made. 
The Accountant and Policy Decisions 
Ultimately, and here once more our agreement 
seems to be complete, such decisions in terms of 


general policy must be synthetic, i.e., must result from 
those politicians upon whom (for the moment) the 
trust of the public repeant, bringing together all the 
technical op: oe Ww they can command and 
placing an interpretation upon their evidence which 
is in the public interest as they see it. Within the 
framework of general policy directive, however, 
there are constant administrative decisions to be 
made. Inevitably these must acquire a momentum 
of their own, and, by framing the major issues upon 
which the advice of ultimate authority is sought, 
influence them. Now it is these decisions upon which, 
in the course of my war-time experience, I detected a 
tendency to accept the decision of the accountant as 
final, and it is this with which I am concerned. (My 
war-time duties were undertaken, as acquaintance 
with the practice of the economic ministries would 
make clear, in the capacity of a member of a team. 
If such responsibility had been accepted singly, it 
would have been as overwhelming as Mr. Leake 
suggests. Or do I detect a note of gentle irony ?) 
Let me explain why I deplore this tendency. 
The Place of the Economist 

Before the stage of political decision is reached, and 
after the careful elucidation of property rights has 
been completed, there is a field of scheati scientific judgment 
which is as objective as that of the accountant but of 
which the range is wider. The economist is con- 
cerned with the magnitude of the national income, in 
terms of satisfaction, and his conclusions do not 
always coincide with those of the accountant. The 
latter is concerned with holding = balance fairly 
between those with definite _—s ts. ,, Lhe econo- 
mist must bring in the “ shadowy ; all those 
who, as workers or as face ty are MF Paar by 
decisions concerning production and prices. 

Contrasting Techniques 

In this context the concluding paragraph of Mr. 
Leake’s article provides an ideal example of the con- 
trasting techniques. His discussion of progressive 
taxation envisages only two possibilities: first, that 
the profits of business, considered as a given quantity, 
may be retained in the “ able and successful hands in 
which they have arisen” and ploughed back into 
business in the form of new equipment, providing 
employment for labour in the process; second, that 
they may be taken by the tax-collector and, by impli- 
cation, lost as a potential source of capital. (This 
implication is, of course, not wholly justified, as the 
State may build a factory or a research station in 
place of, for example, the roadhouse or the cinema 


that might have been the alternative built by private 


industry.) But the question which is not taken into 
account—a question which no competent economist 
could ignore, especially since the publication of Lord 
Keynes’ work on the theory of employment—is that 
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taxation policy may be instrumental not only in 
determining the destination of savings, but in deter- 
mining their magnitude. , 

Taking a comprehensive view of the whole economic 
machinery of society at work, savings and investment 
must coincide. The former is the excess of income 
over consumption ; income can only be earned by 
production, therefore what has been produced but not 
consumed must represent the net addition to capital, 
or investment. So savings cannot take place without 
investment: if there is any serious unemployment 
in the economic system investment creates saving by 
causing the national income, or the sum total of 
earnings, to expand up to the point where savings 
equal contemporary investment. The demand for 
investment goods is a derivative of the demand for 
consumers’ goods which the capital equipment is 
designed to produce. Thus redistributive taxation, 
expanding the demand for consumers’ goods, may 
well in certain circumstances be a sine qua non for the 
expansion of both savings and investment. We are 
at the moment in this country far from circum- 
stances when this consideration is important, but we 
were in exactly such circumstances before the war, as 
the U.S.A. may well be to-morrow. For an authorita- 
tive survey of the American position along these lines 
the reader is referred to an article by Mr. R. S. 
Williams in the Economic Journal for December, 1945. 
The general point to be taken is that the accountants’ 
technique in a problem of this kind becomes in- 
adequate before the level of political decision is 
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reached, and while the question is still within the 

field of scientific decision. : 
The example could be multiplied a hundredfold. 

For example, the private net product of a business 


' producing smoke and fumes, being the money income 


which it produces and which is divisible according 
to service contracts and legal claims to the residue 
between those who operate it and those whose pro- 
perty is employed, may be bigger than its net social 
product, which is only ascertainable after the sums 
paid by the general public to abate the incidental 
nuisances have been deducted. Or, opening up 
another avenue of approach, recent work by econo- 
mists on the theory of competition has played havoc 
with the assumption that the mere absence of regula- 
tion by public authority means the perfect adaptation 
of productive resources to the requirements of the 
consumer. In the light of these well-established con- 
clusions the case for having regard to goodwill in the 
valuation of businesses which are being acquired by the 
public, or for taking its capitalised value into account 
when regulating prices, is very much weakened. 

To summarise, my argument is that in the ad- 
ministrative decisions either of nationalised industry 
or of the economic ministries, more regard should be 
had to the viewpoint of the economist, less to that 
of the accountant. And I suspect that the influence 
of the business man in the latter, and possibly in the 
former, leads to an undue willingness to accept as the 
ultimate authority in administrative problems a body 
of opinion which he finds more congenial, and less 
critical of current commercial practice. 


Companies Act, 1947—Disclosure of Payments 
to Directors : 


By J. H. M. 


Section 38 of the Companies Act, 1947, embodies all 
the recommendations of the Cohen Committee as to the 
disclosure of amounts receivable by directors from 
companies. The Section, covering three pages of the 
Act, is the largest in size and was only slightly amended 


in its passage through Parliament. It is here dealt - 


with under the following headings : 
Gy Scope 
(ii) Structure 
(iii) Details 
(iv) Tabular Statement of Provisions. 


(i) Scope 

The provisions of Section 38 apply to all companies 
registered under the Companies Acts as specified in 
Section 380 of the 1929 Act, and there are not the 
exceptions, exemptions or relaxations which are so 
prevalent in other parts of the new Act. Within 
the scope of a subsidiary company is included for the 
purpose of the Section any body corporate to which a 
_ director of the company is nominated as a diiector by 

the company, whether or not it is a subsidiary within 
the legal definition. A director includes any person occu- 
pying the position of a director by whatever name called. 

Two limiting factors are, firstly, that the provisions 
of Section 38 are not applicable to group accounts, and, 
secondly, that the information is to be disclosed only 
so far as it is contained in the company’s books and 
papers, or so far as it has a right to obtain it from the 
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persons concerned. This right to obtain information, 
however, appears to be non-existent under the Act, 
although there is a duty imposed upon directors and 
officers to make disclosure on matters relating to them- 


selves. 
(ii) Structure 
The main structure of the Section is not difficult to 
follow. All directors’ benefits are to be shown under 
three headings, namely, emoluments, pensions and 
compensation in respect of loss of office. Each of these 
is to be separately shown, and divided so as to 
distinguish between amounts arising in respect of the 
office of director as such, and those arising in respect of 
services in connection with the management of the 
affairs, in both cases whether of the company or of a 
subsidiary. Thus, six headings are formed under which. 
benefits are to be grouped, whether they come from the 
company, its subsidiaries, or any other person, but 
excluding amounts which are to be accounted for to | 


them respectively. 
(iii) Details 


It is when the details of the Section are examined 
that its complexities arise, and it is hoped that the state- 
ment following hereon will assist in clarifying the matter. 

Emoluments include a variety of benefits available to 
a director; these are on the lines of those in the 1929 
Act, but are now wider and set out with more precision. 
It is for consideration whether services rendered in a 


professional capacity would be deemed to be “ in con- 
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(iv) Tabular Statement of Provisions 


SECTION 38, THE COMPANIES ACT, 1947 
in brackets refer to sub-sections of Section 38.) 


Sums receivable by directors of the company in respect of the financial year ; 

6) or paid or arising in the financial year in respect of no specified period. 

(2) (@) Whether as directors of the company, or while a director of the company as a director of its subsidiary, or 
otherwise in connection with the management of the affairs of the company or any subsidiary thereof. 

1) Details to be set out in the accounts of the company or in a statement annexed. 

1) (So far as is ascertainable from the company’s books and papers or the company has a right to obtain it from 


the persons concerned.) 


(5) (a) The amount to be 
_ shown under each heading 
is to include : 
All relevant sums paid by 
‘or receivable from : 


(0) And to distinguish from 
other amounts any 
amounts arising from : 


(6) (2) 1. A whole or partial 
release from a liability 
to account for sums held 
under the provisions of 
Section 150, C.A., 1929, 
or its non-enforcement 
within two years; and 


2. Expenses allowance 
brought into charge for 
U.K. Income Tax. 


(5) (a) Excluding sums to be 
accounted for to the 
company or any of its 
subsidiaries, or to be 
accounted for under the 

rovisions of Section 150, 

.A., 1929 (as extended 
by Section 36 of this Act) 
to past or present mem- 
bers, or any class thereof 
of the company or its 
subsidiary. : 


(1) (a) Aggregate Emoluments 
(2) (0) In re-| (2) (6) Other 
pect of ser-| Emoluments. 
vices as direc- 
tors of the 
ite subsidiary. 


Reovss «s 2. 
(2) (a) To include sums in 
respect of services : 

A. As director of the 
company. 

B. As director of any sub- 
sidiary while director 
of the company. 

C. Otherwise in connec- 
tion with the manage- 
ment of the affairs of 
the company or any 
subsidiary thereof 
while a director of 
the company. 


(2) Emoluments include : 

A. Fees and percentages. 

B. Payments by way of 
expenses allowance so 
far as charged to U.K. 
income tax. 

C. Any contribution, pay- 
ment or premium in 
respect of a director 
paid under a pension 
scheme as defined in 
(3) alongside. 

D. The estimated money 
value of any other 
benefits received by a 
director otherwise than 
in cash. 


1) (0) A ate Pensi for 
CB eters Eocene 


(3) (6) in re-| (3) (0) : Other 
pect of ser- pensions 
vices as direc- | . 

tors of the 

its subsidiary. ; 


(3) (a) To include in respect 
of services as defined 
under Sub-Section (2) 
(a) alongside, including 
those of a past director: 

Any pension, super- 
annuation allowance, 
superannuation or gra- 
tuity, or similar pay- 
ment paid or receiv- 
able in respect of the 


services. 
(3) (2) Whether to or 
_ receivable by a director 
or past director or, on 
his nomination or by 
virtue of dependance 
on or other connection 
with him, to or by any 
other person. 


(3) (a) To exclude any pen- 
sion paid under a 
pension scheme being 
a scheme where 

(1) the contributions, pay- 
ments or premiums 
are substantially ade- 
quate for its main- 
tenance ; and 

(2) such contributions, etc. 
are in respect of the 
person rendering the 
services in respect of 
which the pension be- 
comes payable under 
the scheme, but are 
not joint contributions 
indistinguishable in re- 
spect of each individual. 


1 Aggregate Compensation 
; 1) Ass of Office | (to direc- 
tors or past directors). 


(4) (6) In re- 
spect of office 
as_ directors 
of the com- 


pany or its 
subsidiary. 
5 


(4) (b) In re- 
spect of offices 
other than as 
dir ector. 


(4) (2) To include sums paid 
to or receivable by a 
director or past direc- 
tor: 

A. By way of compensa- 
tion for loss of office 
as director of the com- 
pany or any subsidiary 
thereof. 

B. While director of the 
company, or on or in 
connection with his 
ceasing to be such, for 
loss of any other office 
in connection with the 
management of the 
company’s or any of 
its subsidiaries’ affairs. 

(4) C. As consideration for 
or in connection with 
retirement from office. 


(5) (0) Distinction to be made 
between compensation 

id by or receivable 
m : 

8 The company ; 

(ili) The company’s sub- 
sidiaries ; 

{iii) Other persons. 


Apportionments 


(7) Where necessary for the 
to be shown in such manner as 


Non-Compliance 


urpose of making any of the distinctions required hereon, the directors may apportion amounts 


Ft think appropriate. 


(8) If, in the case of any accounts, the requirements of this Section are not complied with, it shall be the duty of the 
auditors of the company by whom the accounts are examined to include in their report thereon, so far as they are reasonably 
able to do so, a statement giving the required particulars. 


Subsidiary Company Definition 


(9) A subsidiary company for the purpose of this Section includes any body corporate in relation to which a person while 


a director of the company is or was a director by virtue of the company 


*s direct or indirect nomination, whether or not that 


body corporate is or was in fact the company’s subsidiary. Provided that in relation to that body corporate he was such a 
director 


A. At the time the services: were rendered, for the purposes of emoluments and 


ions. 


B. Immediately before the loss of office as director of the company, for the purpose of compensation for loss of office. 


Disclosure 
Section 41. 


It shall be the duty of a director or officer of a company to give notice to the company of such matters relating 


to himself as may be necessary for the purposes of Section 38. Default penalty, not exceeding fifty pounds. 
Companies Act, 1929 
(10) This Section (38) cancels 


Section 128, Sub-sections (1) (c), (3) and (5), and Section 148 of the Companies Act, 1929, 
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Any other person. 

sia 
ee 


10 ACCOUNTANCY 


nection with the management of affairs,’’ but payments 
for such services would require to be judged in their 
circumstances. The estimated money value of benefits 
received otherwise than in cash is likely to cause some 
pondering on the part of auditors, but they will at least 
have the moral stimulus derived from having their own 
expenses included as part of their fee, and disclosed as 
required by Section 24 of the new Act. 

Pensions cover payments made not only to a director, 
but also, in respect of a director’s services, to any person 
by virtue of any dependence on or other connection with 
him. A distinction is made between (1) pensions under 
a pension scheme which is substantially maintained by 
contributions which relate to the individuals whose 
services give rise to the pensions ; and (2) pensions from 
any other source, including one where the contributions 
are not di ble in respect of each separate 
individual. In the first case, the contributions or 
premiums are to be included as emoluments, and the 
amount of the pensions excluded from disclosure ; while 
in the second case the contributions or premiums are to 


January, 1948 


be excluded from disclosure and the amounts of the 
pensions are to be included under the heading of pen- 
sions. These distinctions are dealt with in a cumbrous 
fashion in the Act, and one would have wished for 
greater lucidity. 

The provisions relating to compensation for loss of 
office are straightforward, and under this heading the 
source of the payment has to be distinguished so as to 
show whether it comes from the company, a subsidiary, 
or any other m. It may be mentioned here that 
damages for breach of contract of employment and 
such non-voluntary payments in connection with cessa- 
tion of office come under this heading. 

The duty of auditors to include in their report any 
details omitted by the directors is a repetition of Section 
128 (4) of the 1929 Act, and the wording now appears 
in both that Act and the 1947 Act. The auditor’s 
right to obtain from directors and officers of the com- 
pany such information as he may judge necessary would 
appear to counteract the deficiency of the company 
itself in this respect. 


American Institute of Accountants 


We extend our congratulations to the American 
Institute of Accountants upon the sixtieth anniversary 
of its foundation. The important occasion was cele- 
brated on November 3 to 6 at the sixtieth annual meeting 
held at the Roney Plaza Hotel, Miami Beach, Florida, 
where about nine hundred members and their ladies and 
guests assembled. A special train, arranged by the 
American Institute, conveyed many of the visitors to 
Miami from Boston, New York, Washington and other 
places served by the Pennsylvania Railway and the 
Atlantic Coast line ; others had travelled long distances 
across the continent. Long distance travelling whether 
by railway, air or road is a regular feature of work in the 
accountancy profession in the United States and the 
twenty-six-hour journey from New York was carried out 
in comfort and with little fatigue. 

The hosts to the American Institute were the Florida 
Institute of Accountants, which had made excellent 
arrangements for the accommodation and entertainment 
of the visitors. Although the temperature was between 
84 and 90, the warmth was tempered by sea breezes 
and airy hotels, while the meetings were held in air- 
conditioned rooms. 

There were many compliments to the President, Mr. 
Edward B. Wilcox, of Chicago, for the able manner in 
which he conducted the proceedings. He was supported 
by Mr. Parry Barnes (Missouri) and Mr. Percival F. 
Brundage (New York), Vice-Presidents, and by Mr. 
Maurice E. Pelonbet (New York), Treasurer. 

At the first public session, a general and warm welcome 
was extended to the American Institute by Mr. Paul 
Smoak, the President of the Florida Institute, who in a 
short speech fascinated the visitors with a description of 
the unique attractions of Florida. The President having 
responded welcomed personally the guests of the 
American Institute, who included Mr. T. H. Moffett 
(Regina, Saskatchewan), the President, and Mr. Clement 
King, the Secretary, of the Dominion Association of 
Chartered Accountants; Mr. Robert C. Alatriste, the 
President of the Institute of Certified Public Accountants 
of Mexico ; and Mr. A. A. Garrett, the Secretary of the 
Society of Incorporated Accountants, Great Britain, each 
of whom was invited to make a short 

Mr. Moffett referred to the long friendship of the 
bodies of Canadian Chartered Accountants with the 
American Institute and to the strengthening of those 
friendly relations which this and other occasions afforded. 


In a charming and witty speech, Mr. Alatriste presented 
the good wishes of a comparatively young but pro- 
gressive and neighbouring body of accountants. A 
message of goodwill from-Sir Frederick Alban, the 
President of the Society of Incorporated Accountants, 
was read by Mr. Garrett, who, in thanking the American 
Institute for their kind hospitality to him, referred to the 
previous occasions in the United States, in Great Britain 
and in Europe, when members of the profession in Great 


Britain had had the pleasure of meeting members of the- 


American Institute. He acknowledged many courtesies 
received by the Society from the American Institute and 
the helpful information which the Secretary had 
afforded from time to time. Particularly he referred to 
the notable achievement of the American Institute by 
which its examination standards had been adopted 
by no less than 44 states in the Union and to the exten- 
sion of the research organisation and of the educational 
work of the Institute. Although in Great Britain they 
had been working under singular difficulties, there had 
been many progressive developments in the profession in 
Great Britain, notably the proposals for co-ordination, 
the establishment of a university scheme of education for 
those qualifying for the profession and the short courses 
for members who had served with the Forces, which it 
seemed likely would be continued as a regular feature 
in the future. 

The annual report was submitted by Mr. J. Harold 
Stewart, Boston, and among new developments were the 
appointment of a Director of Education (Mr. N. L. 
Burton), the strengthening of the staff of the Director of 
Research (Mr. Carman G. Blough) and extended co- 
operation with academic bodies in the United States. 

An interesting amendment to the by-laws relating to 
a change of the name of the Institute was considered and 
overwhelmingly defeated. 

By an economical use of the time, an extensive pro- 
gramme of papers, addresses and discussions was ful- 
filled.. It is characteristic of the ever progressive policy 
of the American Institute that the caption to the pro- 


gramme was “Challenges to the Accounting Pro- 


fession.”” 

Some of the discussions were naturally specially 
relevant to conditions in the United States: but the 
programme showed there are many problems common 
to the profession in all countries. ‘‘ Accounting Ser- 
vices to Management,” a paper read by Mr. Eric A. 
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Camman, New York, presented the problem from the 
point of view of the practising accountant : -this paper 
will be of general interest at the present time. Taxation 
and ‘‘ Accountancy Legislation and the Public Account- 
ant,”’ dealt with at the Convention, are familiar topics 
to British no less than to American accountants. Among 
important subjects more peculiarly relating to American 
problems were ‘‘ Réle of Accounting in safeguarding the 
Interest of the Investor ’’—a question connected with 
the work of the Securities and Exchange Commission— 
and ‘“‘ Accounting Aid in Labour Management Relations.” 

At the concluding session Mr. George D. Bailey, 
Detroit, was elected President for the ensuing year, and 
we extend to him our good wishes. It will be of interest 
to readers that Mr. Bailey has been a valued con- 
tributor to the columns of ACCOUNTANCY. 

Colonel Robert Montgomery, who was President of the 
International Congress on Accounting in New York in 
1929, and Mrs. Montgomery gave an afternoon party at 


their hcme at Coconut Grove, uear Miami. This was a. 


unique and charming place for a garden party and the 
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occasion afforded members and guests the pleasure of 
personally meeting their host and hostess. 

In addition to the official hospitality, the guests were 
kindly entertained y by members and the 
officers of the American Institute; and among the 
pleasures enjoyed by the guests were many useful 
personal discussions and exchanges of views. The sym- 
pathetic and friendly interest of Americans in our 
affairs and welfare was a happy feature of these con- 
versations. 

The Convention included enjoyable luncheons and a 
dinner to the whole company. The organisation for this 
Convention involved much thought and labour on the 
part of the officers of the American Institute. The 
organisation was carried out, with a minimum of 
paper work and with a high standard of efficiency, in 
which the persbnal element was always present. Special 
acknowledgment is due to the excellent work of Mr. John 
L. Carey, the Secretary of the Institute, who had the able 
assistance of Mr. R. P. Winton, the Assistant Secretary, 
and Mr. Carman G. Blough, Director of Research. 


TAXATION The Profits Tax—Some Further Points 


Study of the provisions of the Finance Act, 1947, 
is raising some points of detail in the mindggof both 
qualified accountants and students. 

More than One Business 

One of the most frequent questions of students is 
how a company can carry on more than one business. 
This indicates a not uncommon failure to grasp the 
fact that, within the powers taken by the Memorandum 
of Association, a company is a “ person,”’ and can carry 
on more than one business in just the same way as an 
individual. It is true that a company is usually assessed 
as carrying on only one business, but only because 
usually that is exactly what it does. There are, however, 
other cases where the company’s activities are such 
that it would be most inappropriate to regard them as 
one business, e.g., a steamship company also doing 
underwriting. 

For N.D.C. each business was a separate unit of 
assessment, entitled to its own exemption limit, abate- 
ment, directors’ maximum remuneration (where director- 
controlled), and so on. For profits tax, all businesses 
carried on by the same company are regarded as one, 
and, coupled with the inclusion of investment income, 
this may result in the company having profits large 
enough to attract the tax for the first time. 


Small Businesses 

At first, those miembers who deal with small concerns 
were a little troubled at the difficulties they would 
encounter ‘with the tax and its explanation to clients. 
Reflection, however, has been reassuring, as many of 
these companies will not be liable at all. They are 
invariably director-controlled, and provided they vote 
£2,500 as directors’ remuneration (apart from that of 
whole-time service directors), they can make (£4,500 
profits before coming into the net of the tax, since the 
‘£2,000 that is left is exempt. 
Distributions 

Distributions of profit are dealt with in the 1947 
Act in a curious manner. Section 36 speaks of amounts 
distributed to any person as being a “ distribution,” 
but when we turn to Section 35 we find that only distri- 
butions to members of the company are to be regarded 
as “‘ gross”’ distributions. Where there is no franked 
investment income nor abatement, the gross will also 
be the net distribution. Where, however, there is 
franked investment income and/or abatement, that 
amount is freed from profits tax and the gross distribu- 


tion is deemed to have been made rateably out of the 
profits that escape the tax and those liable, hence the 
provision that the net distribution is the proportion 
of the gross that the profits liable bear to the profits 
before the deduction of franked investment income or 
abatement. 


Losses 

The provisions for relief for losses have also confused. 
It will be remembered that a pre-N.D.C. loss which was 
available for relief in 1938-39 for income tax purposes 
was also available in the basis accounting period relative 
to that year of assessment for the purposes of N.D.C. 
Losses in an accounting period ending after April 1, 
1937, can be carried forward against future profits. 

Confusion has arisen owing to Section 37, Finance 
(No. 2) Act, 1945, which made Section 22 of that Act 
(which extended the period of carry-forward by adding 
the war years to the normal six) applicable for N.D.C. 
purposes to Rule 2 (1) of the Fourth Schedule, Finance 
Act, 1937. A hasty reading would lead to the conclusion 
that there was a time limit for all losses for N.D.C. or 
profits tax. The reference to Rule 2 (1), however, 


THE INDEX TO 
** ACCOUNTANCY ”’ 


The December issue completed Volume LVIII of 
ACCOUNTANCY, and the Index is in preparation. 
In view of the continued need for paper economy, 
it will again be sent to readers only on request. 


As in previous years, binding cases in blue 
cloth with gilt lettering are being prepared by 
T. Whittingham & Co., Ltd., Pixmore Avenue, 
Letchworth, Herts., who will bind subscribers’ 
copies sent to that address at a charge of 15s. 0d., 
or will supply a binding case at 5s. 0d., post free. 


To save booking the large number of small 
accounts involved, it is requested that all sub- 
scribers will send their remittance with the 
copies for binding. 

For readers taking advantage of these arrange- 
ments, the title page and index will be included. 
Others should send requests for the title page 
and index to the Editor of ACCOUNTANCY at 
Incorporated Accountants’ Hall, who will send 
them as soon as they are available. 


| § 
ty 
Fy 


12 ACCOUNTANCY 


makes the extension apply to pre-N.D.C. losses ; a very 
necessary provision, as only losses in time for Section 
33, Finance Act, 1926, or Section 19, Finance Act, 1932, 
are available under that sub-rule. 

N.D.C. was brought in for five years only, and no 


Income Tax for Housing Societies and Property 
Owners 

We have received a copy of a booklet with the above 
title, written by Mr. Kenneth Mines, A.A.I.A., F.T.L.L., 
price 4s. 6d., and we were impressed by the evidence of 
practical experience of the author. His explanations 
are lucid. While the booklet will be of great help to 
the “lay ’’ reader in icular, practising accountants 
may well learn practical points from it. It deals with 
annual value; voids, etc.; maintenance claims, excess 
rents, management expenses; profits tax; E.P.T.; 
and “‘ Income tax and the society’s budget,” in 31 pages. 
The sections on profits tax and E.P.T. are necessarily 
brief, but draw attention to the relevant features. 
The booklet is published by the National Federation of 
Housing Societies and will form a useful guide to anyone 
interested in the matter it covers. We know of no 
other publication that gives such a clear statement of 
the position of tenements and flats under Section 21 of 
the Finance Act, 1930. In the foreword, it is emphasised 
that the larger societies would be well enough served by 
their auditors and the booklet is for the smaller bodies. 
We cannot but think that even experienced auditors 
may find something of value in the booklet. 


Profits Tax 

Some readers have queried the correctness of the 
example in our November issue dealing with the effect 
of directors’ remuneration on distributions. They 
contend that there is no need for recomputing the 
directors’ remuneration on the profits including franked 
investment income. The writer hopes that they are 
right ; it is simpler and to the taxpayer’s advantage if 
they are. 

Yet he is afraid that on the strict reading of the Acts, 
his example was right. The relevant legislation is as 
follows : 

Para. 11, 4th Schedule, F.A., 1937: In the case of 
a trade carried on... by a company the directors 
whereof have a controlling interest therein, the deduction 
to be allowed in respect of the remuneration of the 
directors other than whole-time service directors shall 
not exceed 15 per cent. of the profits arising from the 
trade . . . in that period (computed before making 
any deduction in respect of remuneration of the directors 
other than whole-time service directors) or £1,500, 
whichever is the greater, so, however, that the deduction 
shall in no case exceed £15,000. 

Section 45, F.A., 1947, substitutes £2,500 for £1,500 
in the above. 

Section 32, F.A., 1947, substitutes a new para. 7 
for that in the 4th Schedule of the 1937 Act, so that 
profits now include all investment income except 
where words excluding franked investment income are 
added. 

_ Finally, Section 34 (2), F.A., 1947, provides: The 
net relevant distributions ...are so much of the 
gross relevant distributions . . . as bears to the whole 


of the said gross relevant distributions the same propor- 
tion that the profits... bear to the profits... 
computed without abatement and including franked invest- 
(The italics are ours.) 


ment income. 


Taxation Notes 
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time limit was set on current losses ; the extension of 
the five years brought no change, so there is no time 
limit for a loss made in any accounting period ending 
after April 1, 1937. Any such time limit is unlikely to 
be imposed owing to the nature of the tax. 


The words in italics seem to the writer to require a 
computation of profits as stated, i.e., compute what the 
profits would be if franked investment income were 
included. The Act does not say “the profits... 
plus investment income,”’ but “‘ profits including franked 
investment income.” (See also Section 33 (4) which 
requires computation “‘ without abatement ” to be made 
as if there were no exemption limit or abatement.) 
If this is the correct interpretation, then the profits 
cannot be so computed without reworking the directors’ 
remuneration. It is to be hoped that the Revenue will 
adopt the simpler method: that remains to be seen. 

One reader takes the view that the F.A., 1937, provides 
that directors’ remuneration shall be calculated upon 
profits excluding investment income; as seen above, 
this is true for N.D.C., but not for profits tax, in view 
of the amendment of para. 7 by Section 32, F.A., 1947. 

Theré might seem to be an ambiguity in Section 
34 (2) where it refers to the “ profits”’ of the period. 
This must, by the apparent intention of the sub-section, 
refer to the abated profits where relevant ; this view is 
strengthened by the proviso and by Section 33 (2) 
which states that where the profits are under £12,000 
they are to be deemed for all purposes of the Acts to 
be reduced by the abatement. 


Life Assurance Relief 

During the war it was ised that the limitation 
of life premiums to one-sixth of the total income would 
operate harshly where a person’s income was reduced 
by war reasons. Accordingly, Section 9, Finance Act, 
1941, provided that for the year 1939-40 or any subse- 
quent year for any part of which the Emergency Powers 
(Defence) Act, 1939, was in force, the maximum amount 
of premiums was “ pegged ” at one-sixth of the 1938-39 
total income, unless the income of the year of assessment 
was greater. The Emergency Powers (Defence) Act, 
1939, ceased in February, 1946, but Section 25 (2), 
Finance Act, 1946, continued the relief for 1946-47, 
when it ended. 


Farmers and the Herd Basis 

This topic is exercising the minds of many account- 
ants: What advice shall be given to clients? It is 
difficult to give any general statement as to the merits 
or demerits of claiming to be assessed on the herd basis ; 
everything must depend upon the exact facts of the 
case, the client’s intentions as to the future of the herd, 
and the view taken as to the trend of values in the 
future. While the herd basis would avoid assessment on 
a profit on the sale of the herd, just in the same way, 
no relief would be available on a sale at a loss. The 
provisions regarding animals falling out and taken into 
the herd need careful study. More especially can argu- ~ 
ment be expected on the questions of (a) whether an 
animal used in replacement of another is a better or 
worse animal than that sold, and (b) the cost of rearing 
animals taken into the herd. It is probably wise to 
show the client exactly what effects the basis will have 
and ask him, as a practical farmer, to make up his own 
mind whether to adopt it. All this must be done by April 
5, 1948, in the case of existing Schedule D cases. 
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Housekeeper Allowance 

The extension of the housekeeper allowance by the 
Finance Act, 1943, contains one feature that is not 
always apparent. The extension gives the right to 
housekeeper allowance to any taxpayer entitled to the 
child allowance for a child resident with him, subject 
to the following conditions : 

(1) The housekeeper must be resident with the taxpayer 
and be a female ; 

(2) She must be either maintained or employed by the 
taxpayer ; 

(3) If the claimant is a married man, his wife must be 
totally incapacitated by physical or mental infirmity ; 

(4) A female claimant must either be similarly incapaci- 
tated or engaged full time in a trade, profession or 
vocation ; 

(5) The claimant must not be able to claim allowance for 
the housekeeper under the earlier housekeeper pro- 
visions or as a dependant relative ; 

(6) The housekeeper must not be the subject of a claim 
by the taxpayer or any other person as a child, house- 
keeper, dependant, or daughter looking after an infirm 
parent ; - 

(7) If more than one individual gets relief for the same 
child, the relief for the housekeeper must be appor- 
tioned. 

The peculiarity arises under (6) above, viz., the 
omission of any reference to the married man’s allowance 
of the housekeeper’s husband. No doubt the idea is 
that the husband cannot claim because his wife is 
neither living with nor maintained by him, but, unlike 
the earlier pensions regarding housekeeper allowance, 
there is no onus thrown on the claimant to show that 
the housekeeper’s husband has waived any claim. 


Management Expenses Claims 

It has hitherto been acknowledged by the Revenue 
that the costs of changing investments—brokerage, 
stamp duty, etc.—are management expenses for ‘the 
purposes of Section 33, Income Tax Act, 1918. For the 
current year, however, the Revenue have ceased to 
allow such treatment, possibly on the grounds that it 
is not the way in which most life assurance and invest- 
ment companies keep their accounts. It is believed that. 
a test case is likely to be heard on the point. 
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Bonus Issues 

The “ Stock Ex Weekly Official Intelligence ”’ 
for December 6 contained the following note, which we 
reprint with acknowledgments: ‘‘ Following conversa- 
tions with the Commissioners of Inland Revenue about 
the valuation of securities for the purposes of the duty 
on bonus issues, the following information has been 
received by the Share and Loan Department: As 

the date of valuation, the Commissioners are 

advised that “‘ the day of the first quotation ” referred 
to in paragraphs (a) and (b) of Sub-section (3) of Section 
61, Finance Act, 1947, is the first day upon which dealings 
are permitted on a Stock Exchange under the authority 
of that Stock Exchange. As regards the basis of valu- 
ation, paragraph (a) of Sub-section (4) of Section 61 
requires the value of the new securities or the Letters of 
Right to be determined according to the same principles 
as would apply for the purposes of estate duty (apart 
from certain ial provisions). The general estate 
duty practice which is set out at page 259 of Green’s 
Death Duties (Second Edition) is briefly as follows: 
Where there is a nominal quotation in the “ Daily 
Official List ’’ a quarter up from the lower price is taken. 
‘Where there is no nominal quotation, the price (if there 
is only one price) at which business was done is taken, 
or the figure midway between the lowest and highest of 
the different prices. This practice will, in general, be 
followed for the purposes of the duty on bonus issues. 
It will be open to any company to claim that the result 
thus obtained should be modified by reference to any 
special considerations affecting the particular securities ; 
equally the Commissioners will regard themselves as 
free to claim a modification where they have evidence 
that the adoption of the normal practice would give too 
low a figure.” 
Double Taxation 

Double taxation arrangements have been concluded 
between the United Kingdom and the following 
colonies : Nigeria, Gold Coast, Sierra Leone, Gambia, 
Nyasaland, Aden Colony, Palestine, British Honduras, 
St. Christopher and Nevis, Antigua, Montserrat and 
Virgin Islands. The arrangements, which have been 
published as schedules to draft Orders in Council, follow 
the same pattern as those previously made with other 
colonies. 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income Tax—Nurseries or gardens for the sale of the 
produce—Sums received under scheme for sale and care of 
fruit trees—Investors’ rights the subject of a trust deed— 
Investors’ rights to advances against future profits and only 
repayable thereout—Whether sums received from investors 
trade veceipts—Income Tax Act, 1918, Schedule B, 
Rule 8. 

Copo, Ltd. v. Scragg (C.A., July 31, 1947, T.R. 325) 
was noted at considerable length in our issue of May 
last; and the opinion there expressed was that the 
judgment of Atkinson, J., in holding that the whole of 
the amounts received by the company from investors 
was capital and free of the element of taxable profit, 
was based on a non-sequiter. In the Court of Appeal, 
the judgment was affirmed by a majority, but for different 
reasons of a technical character. 

Assessment under Rule 8 was a second attempt upon 
the part of the Revenue. From the judgment of Cohen, 
L.J., it appears that in the first instance the company 
was assessed under Schedule D, but that there had been 
a successful appeal to the General Commissioners and 


the Crown had carried the matter no further. The Master 
of the Rolls, giving a judgment with which Asquith, 
L.J., agreed, now held that the company, whilst ad- 
mittedly in occupation of the trust lands for the benefit 
of itself and the tree owners, was also there in an alto- 
gether different capacity, namely, that of a contractor 
who agrees to carry out certain work on another’s land. 
He held it to be impossible to say that the profit so 
derived by the contractor was a Schedule B profit. 
“It would, I venture to think, be a Schedule D profit.”’ 
Cohen, L.J., upheld the decision of the Special Com- 
missioners, which had been substantially in favour of 
the Crown, in a long and carefully thought out judgment 
wherein, inter alia, he made the same criticism of the 
judgment of Atkinson, J., as was made in the writer's 
earlier note—"‘ it is plain that the fact that a payor 
of money is making an investment of capital does not 
make the amount of his investment capital in the hands 
of the payee ’—and counsel for the company did not 
seek to justify the ratio decidendi of the judge’s decision. 
Leave was given to appeal to the House of Lords. 
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E.P.T.—Assignments to private company of patent owned 
by its manager in consideration of lump sum and share of 
surplus profits on sales or licences of patents—Grant of 
licence to second company in consideration of lump sum 
and royalties—(1) Whether lump sum paid by second 
company a profit subject to E.P.T.—(2) If assessable, 
whether manager's share deductible. a 

C.I.R. v. Rust-proof Metal Window Co., Lid. (C.A., 
July 31, 1947, T.R. 337) was noted in our issue of March, 
1947. In the Court of Appeal the only issue was whether 
a sum of £3,000 paid to the respondent company under 
a licence agreement was an income receipt subject to 
E.P.T. The Special Commissioners had held that it 
was an income receipt, but that it was income from an 
investment, and so to be excluded from assessment to 
E.P.T. Atkinson, J., had held that the £3,000 was a 
capital sum, but that had it been assessable, the manager’s 
share would have been deductible. A unanimous Court 
of Appeal restored the decision of the Special Com- 
missioners. Lord Greene, M.R., gave the only judgment. 
(The Crown’s previous contention that, upon the footing 
that the £3,000 was an income receipt properly taken 
into account for E.P.T. purposes, the share of the manager 
was not deductible, was abandoned in the Court of 
Appeal.) : ‘ 

The Master of the Rolls’ judgment is an expert 
analysis of the subject of patent law in relation to 
income taxation, and his reasons-for the conclusion 
reached that the £3,000 was of an income nature are 
summed up in the following passage : 

The licence is a non-exclusive licence, and the com- 
pany’s right to exploit the patent by the grant of other 
licences is therefore unimpaired. It is granted for a 
specific purpose only, namely, to enable the licensee 
to fulfil a particular contract. The right which it 
confers is to use the invention for a number of boxes 
up to the limit of 75,000—it is not, therefore, even a 
right to use it for an unlimited number of boxes. The 
time during which the licence is to continue is limited 
to the time required for the application of the process 
to the contractual number of boxes. There seems to 
me to be no capital element in a receipt of this nature in 
those circumstances.” 

At the end of his judgment there was the following 
passage : . 

“If a patentee negotiating with an intending licensee, 
who wishes to obtain the right to manufacture up to a 
stated number of articles in accordance with the patent, 
states his terms to be a lump sum down and.a royalty 
of so much per article, I can see no reason why the 
mere division of the price into those separate elements 
should by itself necessarily produce the result that the 
sum down must be regarded for tax purposes as a capital 
receipt. Such, however, is the argument ; but I cannot 
accept it.” 

It must, however, be noted that this dictum as to the 
nature of lump sums did not go beyond the actual facts 
of the case before him. Leave was given to appeal 
the House of Lords. 


Income Tax—Foreign possession—Dividend from South 
African company paid out of proceeds of sale of capital 
assets—Income Tax Act, 1918, Case V, Rule 1; Schedule 
D, Miscellaneous Rules, No. 7, General Rules, No. 20. 

C.I.R. v. Joseph Reid’s Trustees (Court of Session, 


_ July 21, 1947, T.R. 353) involved an issue of more than 


ordinary importance. The trustees held 3,433 shares 
of £10 each in a South African company. The company 
had sold certain warehouses and office premises at a 
profit of some £17,000, out of which it declared and 
paid a dividend of 20 per cent., which was declared to 
be payable out of capital profits. At the same time 
it declared and paid a dividend of 15 per cent. out of 
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trading profits. The question arose out of the 20 per 
cent. dividend, which amounted to £6,866. It had been 
contended by the Revenue that although the profit 
from the realisation of a capital asset was not taxable 
under Case I, any payment to shareholders was a dis- 
tribution of profits unless by way of authorised reduction 
of capital. It was also contended that such a sum as 
that under consideration was income which fell to be 
paid to the tenant for life, and was income in his hands. 
It was further contended that the £6,866 was a dividend 
from a foreign company within R. 7 of Schedule D, 
Miscellaneous Rules, and therefore chargeable under 
Case V. The Special Commissioners had held that the 
£6,866 was of the same nature as the source from which 
it was paid, and was not assessable income in the hands 
of the trustees. A unanimous Court of Session affirmed 
their decision, the Lord President (Lord Cooper) giving 
the only judgment. 

The following passage is of special interest at the 
present time: - 

“No doubt the mdents still hold the same 3,433 
shares as they held ore this distribution ; but part 
of the fixed assets in which the company’s capital was 
sunk has disappeared as the result of the sale, and, to 
the extent of £2 in each share, the respondents have 
in substance received in cash a return of part of their 
capital. Valued upon an assets basis, the shares must 
be less valuable now than they were before the sale by 
(approximately) the amount of this 20 per cent. dis- 
tribution.” 

The Lord President declined ‘‘ to follow counsel into the 
contentious regions explored in argument,’’ and, in view 
of the very difficult nature of the country, this is not 
to be wondered at. 


E.P.T.—Capital employed in business—Company carry- 
ing on business as insurance broker and underwriting 
agent—Loans to director and employee to qualify them at 
Lloyds—Further loans to comply with Lloyds’ rules— 
Whether debts to company employed in business or invest- 
ments—F. (No. 2) A., 1939, Sections 13 (3), 14 (2); 
Sch. VII, Part I, para. 6 ; Part II, paras. 1 (1), 3. 
C.I.R. v. Laurence Philipps & Co. (Insurance), Lid. 
(K.B.D., June 6, 1947, T.R. 229) was a case where the 
narrow borderline dividing capital employed from 
investment had to be determined in circumstances of a 
special nature. Respondent carried on business as 
an insurance broker and underwriting agent at Lloyds. 
The underwriting agent manages syndicates of ‘‘ names ”’ . 
—underwriting members of Lloyds who are capitalists 
pure and simple. ‘“‘ They toil not neither do they spin.” 
The underwriting agent does the whole business; but 
the risks and the profit and loss arising therefrom are 
shared by the “‘ names,’’ subject to the payment to the 
underwriting agent by each “‘ name” of a salary at a 
fixed rate and of a commission. To be a “ name ”’ it is 
necessary to comply with Lloyds’ rules, which are 
designed to ensure that its underwriting members shall 
be able to honour their commitments. Each “ name’”’ 
has to deposit securities of a value fixed by the Com- 
mittee. In addition, each name has to deposit with the 
underwriting agent a sum fixed by the Committee to 
form the nucleus of the Premium Trust Funds, to which 
the premiums are also paid and out of which claims are 
paid. 
In 1934, respondent, in order to increase its business, 
promoted the formation of a marine syndicate at Lloyds 
for which it would act as underwriting agent ; and it 
wished to start with at least six names, but aimed at 
getting a greater number ultimately. As only four 
names could be collected at the start, it was decided 
that two directors of the company should be added, and 
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that a salaried employee of the y should act as 


underwriter, the person who is spropted by the under- ~ 


writing agent to sign the slip which is the actual technical 
acceptance of the risk. This employee was in 1936 
added as a name. In 1935, respondent formed a non- 
marine syndicate; and again the two directors were 
made “‘ names ”’ in the syndicate ; and the same salaried 
employee was made a “‘ name ” in 1938. 

In the case of the marine syndicate, Lloyds’ Com- 
mittee fixed the deposit above-mentioned at £5,000, 
afterwards increased to £6,000, whilst in the case of 


the non-marine syndicate the deposit was fixed at — 


£1,500 per member. So that, a from the additional 
amounts for the Premium Trust Funds and other smaller 
sums, each “‘ name ”’ had to provide £6,500, and, later, 
£7,500. One of the directors and the salaried employee 
were not in a position to do this, so the respondent 
advanced them the amounts required at 3 per cent. 
interest, and the evidence showed: that there was no 


question as to the amounts advanced resulting in debts © 


due to respondent. As a result, in the year ending 
December, 1939, respondent received from the two 
“names” in salary, commission, and interest £1,397, 
whilst in 1942 the total had risen to £1,700. The Crown 
had contended that these advances by or debts to the 
respondent were not employed in the business or, if 
employed, were only investments. The City Com- 
missioners held that the money was used in and in 
furtherance of respondent’s business, and Atkinson, J., 
in a careful judgment, affirmed their decision. The 
results of his review of the decided cases may be summed 
up in his finding that “ the income from the transaction 
was not from a source outside the trade, but within it, 
it being a customary part of their trade to promote 
syndicates.” The effect of the decision is that the 
loans are capital employed by the respondent and, as 
borrowed money, also capital of the ‘‘ names.” 


E.P.T.—Avoidance or reduction of liability—Private 
company carrying on retail business in five shops—Transfer 
of business to five new companies, one for each shop— 
Whether main benefit expectant avoidance or reduction of 
liability to E.P.T.—Finance Act, 1941, section 35— 
Finance Act, 1944, section 33. 

Harvridges (Wholesale), Lid. v. C.I.R. (K.B.D., October 
29, 1947, T.R. 389), was another case which showed 
what a valuable weapon the Revenue secured in section 
33 of Finance Act, 1944. It will be remembered that in 
section 35 of Finance Act, 1941, the C.I.R. were given 
radical powers of direction where they were of opinion 
that “the main purpose” of any transaction(s) was 
avoidance or reduction of liability, and that, after a 
period of experience, they obtained from Parliament in 
1944 the wording which they had originally been refused, 
viz., “‘ the main purpose or one of the main p i 
But, in section 33 (3), they obtained at the same time a 
far more powerful weapon : 

“If it appears in case of any transaction or trans- 
actions ... that .. . the main benefit which might 
have been expected to accrue from the transaction or 
transactions during the currency of excess profits tax ”’ 

was a taxation benefit then this was to be deemed “a 
main purpose or one of the main .”’ An im- 


portant point to be noted, however, is that the applica- 


tion of the sub-section is not contingent upon results 
but upon expectancy ; and, although the Revenue in the 
case were deprived of some {10,000 in E.P.T., in the 
words of Atkinson, J.: 
“* Of course, that may be said to be quite an irrelevant 
point, because what one has to do is to go back to the 
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"as the Special Commissioners had to ask themselves : 
What was the main benefit of that transaction ? E.P.T. 
was already in operation at that time; the rate was 
60 per cen ” 

The judge then made a critical and caustic examination 
of the position. He did not think it took very much 
intelligence to see that the transaction set out in the 
heading to this note would have a most material effect 
upon the amount of E.P.T. payable, whereas “ it was 
certainly open to the Special Commissioners to state, as 
they did in their findings, that the benefit suggested to 
the shareholders seemed to be very slight, if not illusory.” 
That, he said, was a finding of fact which they were 
entitled to make if they thought fit; and he held that 
there was ample evidence upon which they.could find, 
as they had done, that the transaction was caught by 
section 33 (3). 


Letter to the Editor 


Entrants to the Profession 

Dear Sir,—I have been interested to read the 
comments on the above subject on page 254 of the 
November issue of AccounTANcy, and I beg to suggest 
that one of the main obstacles to recruiting young 
people into the profession is a financial one. 

To many the premium required for articles is prohi- 
bitive and quite beyond the reach of many whose 
parents desire to give their sons and daughters a chance. 
The Society does of course provide the way for such 
people, but this fact is not universally known. Whatever 
the arguments in favour of the premium for articles, 
the fact remains that it provides professional firms with 
a good deal of cheap labour, and therefore some firms 
may prefer to hold on to the idea of articled clerks, 
because of its financial advantages, although I am 
prepared to agree that the reasons for and against are 
about fifty-fifty. 

During the late war a large number of qualified and 
unqualified clerks worked many excess hours every 
year, but in a large number of cases those excess hours 
were not reasonably well paid for, although that extra 
time was producing its full quota of income to the 
employer, and as many clerks were on pre-war salaries 
they were consequently far worse off because there was 
no cost-of-living bonus or other item to help level up 
the heavier taxation. 

After many years in the profession I left it for a 
commercial job about two years ago; therefore I know 
something of what men in the profession felt, although 
personally I was too busy during those years of war 
to stop to find the stone on which to grind an axe. 

The profession has during its career been able not 
only to give good advice to those it serves but also to 
help solve many difficulties; therefore surely it should be 
able to find some way to encourage men into the profession 
and give them some financial incentive to continue on 
the professional side and not seek the commercial world 
in order to find a better financial reward for their work. 

Is it possible that the outstanding men of the 
accountancy profession cannot spare some little time 
not only to talk, but to come to some agreement between 
themselves which will bring a better financial reward 
to those thousands of qualified and unqualified men 
who are not only giving their best to clients but also 
loyally serving their employers ? 

ARTHUR E. Pater, A.S.A.A. 

Weston-super-Mare, 

November 20, 1947. 
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The Month: in the City 


FINANCE 


Reinvestment by Rail Stockholders 

December has seen reinvestment on a large scale by 
holders of home rail stocks who had decided to choose 
a new home for their resources rather than wait for the 
issue of British transport stock on January 1. The 
policy which such investors have followed is quite clear 
from: the trend of prices. i shares have steadily 
advanced and the Financial Times index, which on 
November 26 stood at 119:6, had risen further to 126.1 
by December 24. Reinvestment demand for the leading 
equities has brought no small embarrassment to dealers 
in these shares ; for some weeks past they had been 
uncomfortably short of stock and they would have 
welcomed a more passive phase in the market in order 
to balance their books. Instead they have been con- 


fronted by a steady stream of buying orders which © 


produced the inevitable effect of steady, and at times 

quite sharp, advances in the leading equity issues, 
p seeder by the phenomenon which is all too familiar 
nowadays of thin markets. By contrast, the trend of 
gilt-edged prices has on balance been downward. Both 
2} per cent. Consols and 2} per cent. Treasury stock 
have fallen further compared with a month ago, and in 
the middle of December their prices were below the 3 
per cent. yield basis which most market observers are 
prepared to contemplate as the appropriate long-term 
rate on gilt-edged stocks. It can hardly be said that all 
investors are entirely happy about the further rise in 
equity shares towards a yield basis of about 4} per cent. 
Some of the cautious ones have been quick to point out 
that the effect produced by a strong demand (resulting 
from the reinvestment of home rail money) upon a 
market labouring under a dire shortage of floating 
supplies of industrial shares may be to put the price of 
equities temporarily above the level which would be 
dictated by industrial prospects and earning power over 
the next six months or so. Nevertheless, the continued 
expansion of coal output and the ability of the steel 
industry already to hit its target rate of production for 
1948 provide encouraging signs, as far as they go. But 
it has yet to be shown that the export drive to which 
industry is now committed on an unprecedented scale 
will realise the targets set for end-June and end- 
December next year. Apart from the increasing diffi- 
culty of selling miscellaneous goods, as distinct from 
capital equipment, in overseas markets, the low level 
of stocks of raw materials and the threat of a diversion 
of much-needed industrial equipment from industry at 
home to export may, before many months are out, 
provide new impediments to the progress of British 


Home Rails ‘‘ Extinguished ”’ 

At midnight on December 31 some £1,000 million of 
home railway stocks were “ extinguished,” and they 
have now been replaced by British transport stock. 
These notes were written some time before this exchange, 
but the view of the market in the middle of December 
about the shape of the new transport stock was of 
particular interest. In the first place a good deal had 
been done by enterprising investors and their advisers 
to reduce the discounts at which home rails were standing 
compared with the take-over prices laid down in the 
Transport Act. For a long time the junior stocks had 
been standing at discounts ranging between 7} and 10 
per cent., while the senior stocks stood at smaller 
discounts of up to 5 per cent. This differentiation was 


quite artificial because the take-over terms for all the 
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stocks, from the senior debentures to the most marginal 
of the juniors, were laid down by statute and each stock 
represented a claim to an amount of transport stock 
of an equivalent value on January 1 to each claim for 
compensation. These claims had to be satisfied quite 
irrespective of the terms of issue of the new transport 
stock, and the Transport Commission had taken power to 
calculate the amount of new stock to be allotted “in 
accordance with rates to be published on January 2 ”’— 
a phrase which left it open to them to issue the new stock 
at a premium or a discount. The general impression 
in mid-December was that the new stock would take the 
form of a 3 per cent. issue with thi *, and con- 
ceivably forty years’, life and that the market would not 
be pressed by artificial manceuvres to try to establish a 
2} per cent. basis for the exchange. Indeed, that task 
would have represented a Herculean achievement, and 
though the ex-Chancellor might have been tempted to 
try it at an earlier stage, in order to establish the 
validity of the arithmetic by which he calculated the 
“ profit ’” which would accrue to the State on the taking- 
over of railway stocks, the new Chancellor had by the 
middle of the month shown no inclination to pursue 
any such policy. At the moment of writing the dis- 
counts on home rails have narrowed to a general level of 
about 3} per cent., thanks partly to the technical fact 
that dealings for the end of December account are not due 
for settlement until January 6; bargains in home rails 
are, therefore, equivalent to bargains in the new trans- 
port stock and accordingly are not subject to stamp 
duty. There will be no exchange of home rail stock 
certificates for new transport stock, at least in the first 
instance, and holders are asked to await further notice 
about the exchange. A good deal of grouping of 
accounts will be nec and some months must 
elapse before the old home rail certificates are replaced 
by certificates for the appropriate amounts of new 
transport stock. Meanwhile the position of the so- 
called ‘‘ unvalued”’ securities is still obscure. These 
are the securities (many of them in canal companies) for 
which the price was not fixed in the Transport Act but 
was left to later determination by an arbitration 
Tribunal. The Tribunal has yet to hand down its 
awards on all of these securities and the only right 
which now attaches to them is that of an unstated 
amount of transport stock (which the Tribunal will 
determine in each case) plus interest from January 1. 
It is hardly likely in these circumstances that dealings 
in the “ unvalued ”’ securities will be free. 


The Exchange Position 

The release of the unexpired $400 million from the 
American loan forms a welcome addition to Britain’s 
dollar resources, but far too much seems to have been 
made of this new assistance by the American Adminis- 
tration to Britain. In effect it provides this country 
with interim aid of the sort which is being made available 
to France, Italy and Austria, but it allows no scope for | 
any relaxation of the austerity import programme and 
the husbanding of dollars by all countries in the sterling 
area. Sir Stafford Cripps has shown that by the end of 
next year, in the absence of further dollar “ avail- 
ability,” the reserve of gold and dollars left with Britain 
to meet her own and the sterling area’s dollar require- 
ments would have been down to £270 million—all this 
on the assumption that the export targets had been 
achieved. Since the recent rate of dollar expenditure 
has been as high as £800 million a year, while the adverse 
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balance of trade has been running at £600 million a year, 
it is obvious that the extra supply of £100 million worth 
of dollars only goes a small way towards easing the 
pressure. On the recent trend of the figures there is 
nothing to prevent the possibility that Britain’s ex- 
change reserves might be exhausted by the middle of 
next year, although this calculation takes no account of 
the prospective reduction in imports during the first 
half of next year. It must also be remembered that the 
dollar reserves in hand or in sight (which amount to 
about £750 million) have to cover not only the dollar 
expenditures of this country but also those of the rest 
of the sterling area—in particular India, which is very 
short of dollars indeed. Even with the greatest measure 
of economy in dollar expenditure by the co-operating 
Dominions, like Australia and New Zealand, the strain 
on the sterling area dollar account will remain high for 
many months to come, and the transfer of the extra 
$400 million must therefore be regarded either as a short- 
term postponement of the date of eventual exhaustion 
of reserves, or as a source from which these reserves can 
be somewhat strengthened. The task of rebuilding 
them still remains. 


The Odeon Controversy 

Mr. J. Arthur Rank is to be praised for yielding to the 
general body of criticism in the financial press of the 
obscure way in which his proposal was made that Odeon 
Theatres should acquire General Cinema Finance Cor- 
poration. At an early stage in the controversy Mr. 
Rank responded vigorously to criticism in the Press and 
suggested that the simplification of the structure of 
“my organisation,” though important internally, would 
not in his view be a matter of wide public interest. 
And he went on to describe much of the newspaper 
comment as being “‘ misinformed” and most of it 
as ‘“‘ mischievous.” The criticism, however, eventually 
evoked a statement from the directors of Odeon Theatres 
giving among other information a consolidated balance 
sheet of General Cinema Finance Corporation as at 
September 28, 1946, bearing an accountant’s certificate 
dated December 9, 1947. The control of both companies 
lies within the power of Mr. Rank and his associates and 
the result of the meeting on December 19 was a fore- 
gone conclusion, since the preference shareholders, 
though allowed to speak, were not entitled to vote. The 
episode raises some questions about the position of 
preference shareholders in companies of which the equity 
share interest is privately controlled. Hitherto in this 
country the possibility of conflict of interest arising in 
such cases has been fairly small. Indeed, it is doubtful 
whether such differences have arisen in so marked a 
form since the Union Cold Storage controversy. Cer- 
tainly the Odeon episode will do nothing to enhance the 
investment status of preference shares in controlled 
undertakings of this sort. 


National Insurance Contribution Card 


Under the new National Insurance scheme, which comes 

into full operation on July 5, 1948, a single contribution card 
will be issued for each insured person. The combined con- 
tribution under the National Insurance Act, 1946, and the 
National Insurance (Industrial Injuries) Act, 1946, will be 
paid by affixing a single stamp to this card. 
. The new cards, when folded, will be approximately 
64, in. by 9} in., ie., the same size as the present Unem- 
ployment Insurance . The standard card, which will be 
current for 52 weeks, will consist of two leaves, but some of 
the cards issued at the outset of the new scheme will cover a 
period of 74 weeks and will consist of three leaves. 

Ps gegen of the new National Insurgnce contribution 

are not yet available. 
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_ City of London College 


An interesting occasion was resumed (for the first 
time since the war) when on December 15 the Lord 
Mayor, supported by the Lady Mayoress and the 
Sheriffs, presided at the distribution of awards to students 
of the City of London College, which was held at the 
Mansion House. Among those present were the Right 
Hon. R. A. Butler, M.P., Mr. E. Cassleton Elliott, 
F.S.A.A. (Chairman of the Governing Body), Sir Edward 
Wilshaw, K.C.M.G., Mr. Richard A. Witty, F.S.A.A., 
Mr. F. E. Armstrong, Mr. G. R. Freeman, F.C.A., 
Sir William Elderton, F.I.A., Sir Clarence Sadd, C.B.E., 
Mr. A. M. Gordon, O.B.E., Mr. F. R. Dale, D.S.O., M.A., 
Mrs. Cassleton Elliott and Lady Plender. 

‘The Lord. Mayor having welcomed the visitors and 
the students of the College, the Director, Mr. L. A. 
Terry, B.Com., read his report. He mentioned the 
special work undertaken during and since the war, and 
referred to the fact that some 4,500 members of the 
British and Canadian Forces passed through courses 
organised by the College, and 4,463 students had 
attended during the last session. Unfortunately the 
College had suffered severely through the complete 
destruction of its building, but, with the assistance of 
the L.C.C, it had secured the use of premises in Moor- 
gate until a new structure could be erected. They had 
received most valuable help in regard to further accom- 
modation from the City of London School, and Mr. 
Terry acknowledged the great help received from the 
headmaster, Mr. F. R. Dale. A feature of recent work 
was the record number of students in the Department 
of Professional Studies, including courses in accoun- 
tancy. The progress made was only possible by the 
loyalty and labours of the teaching and administrative 
staff of the College. ; 

Before presenting the awards, the Right Hon. R. A. 
Butler, M.P., delivered a stimulating address, in which 
he emphasised the importance of commercial and techni- 
cal education and the further provision for that type of 
education which would flow from the recent Education 
Act. He felt that that work needed the development 
of a corporate spirit, which arose from social life in the 
College and which he urged the students to develop. 

A vote of thanks to Mr. Butler was proposed by Mr. 
E. Cassleton Elliott, seconded by Sir William Elderton, 
and carried by acclamation. The proceedings concluded 
with a resolution of thanks to the Lord Mayor for 
presiding, which was proposed by Sir Edward Wilshaw, 
seconded by Mr. A. M. Gordon, and carried unanimously. 


British Electricity Authority 


Appointments 


It is of interest that the Secretary and the two Deputy 
Secretaries of the British Electricity Authority—the governing 
body of the nationalised electricity industry—are all members 
of the Society of In rated Accountants. Mr. H. F. 

ter, F.S.A.A., F.C.1.S., Clerk and Manager of the West 
Midlands Joint Electricity Authority, has been appointed 
Secretary of the new authority. The Deputy Secretaries 
are to be Mr. Reginald Halsall, F.S.A.A., Deputy Secretary 
of the Central Electricity Board, and Mr. S. M. Rix, F.S.A.A., 
and Assistant Manager to the Lancashire Electric 


Power Company. 
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LAW 


Legal 


EXECUTORSHIP LAW AND TRUSTS 


Family provision—Mother’s death in childbirth. 

In Re Franks (1947, 2 All E.R. 639) the testatrix by 
her first marriage (dissolved in 1939) had one son, born 
in 1929. Subsequently she remarried and in her will, 
dated March 21, 1940, directed that her residuary estate 
should be held in trust for the child of her first marriage 
on his attaining 21; if he should fail to obtain a vested 
interest, her residuary estate should be held in trust for 
her second husband. There was also a power of ad- 
vancement for the maintenance and education of the 
son of the first marriage. There was one child of the 
second marriage, a son, P., who was born on August 3, 
1946. The testatrix died, as a result of the birth, two 
days later. A summons was taken out on behalf of P. 
under the Inheritance (Family Provision) Act, 1938, 
asking that reasonable provision be made out of the 
estate of the testatrix for his maintenance, although 
it was agreed that no immediate maintenance was 
necessary. The net estate of the testatrix amounted to 
£17,460. Wynn-Parry, J., said that in his view he could 
and ought to direct that provision be made for P. The 
effect of section 1 (5) of the Act was that he could order 
provision to be made as from a future date. It was 
clear that the son of the first marriage, who would attain 
21 in February, 1950, required a substantial part of the 
estate for his maintenance and education. P., on the 


other hand, required nothing now, but would require | 


something later. He therefore declared that provision 
ought to be made for P. under the Act and he adjourned 
the further hearing of the summons until January, 1950, 
giving all parties liberty to apply in the meantime. 


Lunatic’s beneficial interest in brother's estate—Adminis- 
tration of Estates Act. 

In Re Donkin (1947, 2 All E.R. 690) H.J.D. died, a 
bachelor and intestate, in 1928, leaving as his sole next 
of kin his sister, a person of unsound mind, who was of 
full age and of unsound mind before the Administration 
of Estates Act, 1925, and who died intestate in 1934. 
At his death, H.J.D. was entitled to certain freehold 
property and, as no letters of administration were taken 
out between the date of his death and that of his sister, 
the legal estate in this property vested in the probate 
judge by virtue of section 9 of the Administration of 
Estates Act, 1925. Section 33 (1) of that Act provides 
than an intestate’s real estate is to be held in trust for 
sale, and the estate includes: “‘ Any part of the estate 
of the deceased which remains unsold and is not required 
for administrative purposes.” Section 51 (2) of the 
Act provides that the provisions dealing with the dis- 
tribution of residuary estate do not apply to any bene- 
ficial interest in real estate to which a lunatic living 
and of full age at the commencement of the Act was 
entitled at his death, and any such beneficial interest 
shall, without prejudice to any will of the deceased, 
devolve in accordance with the general law in force 
before the commencement of that Act applicable to 
freehold land, and that that law shall, notwithstanding 
any repeal, apply to that case. Roxburgh, J., held that 
in section 51 by of the Act of 1925, “‘ beneficial interest 


in real estate’ was confined to such interest as would 
under the general law in force before the commencement 
of the Act have devolved in accordance with the law 
applicable to freehold land. The beneficial interest 
which the sister had in H.J.D.’s estate on his intestacy 
was an interest in the proceeds of a trust for sale of land, 
and not an interest which, under the general law in force 
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Notes 


before January 1, 1926, could have devolved in accord- 
ance with the law applicable to freehold land. Accord- 
ingly, her interest was not a “‘ beneficial interest in real 
estate’ within the meaning of section 51 (2) of the 
Administration of Estates Act, 1925. 


Will—Condition Subsequent. 

In Re Jones (1947, 2 All E.R. 716) by her will the 
testatrix gave her residuary estate to trustees on trust to 
provide a village hall for the people of a certain village. 
She set out as “‘ wishes ” certain binding trusts, stating 
that the trustees were to purchase a freehold site for the 
purpose of the hall and to convey it to the holders of 
certain offices who were to be the institute trustees. 
The residue was to be invested and the income accumu- 
lated for five years from death or until the hall was com- 
pleted, when the proceeds of sale and the accumulated 
income were to be paid to the institute trustees. The 
will trustees were to be under no obligation as regards 
building the hall. There was provision in the will that 
if the institute trustees failed to complete the hall in 
five years from death, then the bequest should lapse and 
the site should be sold. There was a gift over.- On the 
death of the testatrix in January, 1940, the only assets 
available for the trust of her residuary estate were 
some freehold and leasehold properties which, owing to 
war conditions, were unsaleable for more than five years. 
Therefore the trustees were unable to purchase a: site 
for the village hall and it was not built within the five 
years. Roxburgh, J., held that, on the true construction 
of the will, the condition subsequent was subject to 
an implied overriding condition that the will trustees 
had performed their imperative trust and that the site 
had been purchased and conveyed to the institute 
trustees; therefore, in the event that had happened, 
the condition subsequent did not take effect. Alterna- 
tively, the institute trustees could not be said to have 
failed to complete the hall, as they had never been 
allowed to begin to build it. Therefore the trust was a 
valid and effective charitable trust. 


Constructive trust—Cheque fraudulently drawn by executor 
on executor’s account—Constructive notice. 

In Nelson v. Larholt (1947, 2 All E.R. 751) the testator 
died in June, 1942. P., one of the named executors, 
who was in England, obtained probate. The other was in 
Australia and took no part at that stage. P. opened an 
executor’s account with the Midland Bank and the 
testator’s moneys were transferred to it. In 1942 and 
1943 P. drew several cheques on that account in favour 
of the defendant, a bookmaker. P. signed “G.A.P., 
executor of W.B. deceased.” The amounts totalled 
£135. It was stated that the cheques were not for 
P.’s betting debts but that the cheques were merely 
cashed by the defendant as a convenience for P. P. 
acted fraudulently in that he used the money, not for 
the estate, but for his own purposes. The defendant, 
through his bank, received the amounts out of the estate 
funds. In 1946 the other executor returned to England, 
obtained a grant in his own favour, and discovered the 
frauds committed by P. With the beneficiaries he 
brought this action against the defendant to recover the 
proceeds of the cheques. 

Denning, J., enunciated the legal principles which 
protect a man’s money, bills of exchange, etc., and which 
allow him to recover the amount from any person into 
whose hands it can be traced, unless it reaches one who 
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receives it in good faith and for value and without notice 
of the want of authority. But the rightful owner can 
recover from anyone who takes the cheque with notice. 
In this case P, had no authority to draw cheques on the 
account for his own purposes. The defendant received 
the moneys for value and it was not suggested he had 
not acted in good faith. But the defendant did have 
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notice of the want of authority and was therefore liable, 
although he acted in good faith and for value. A man 
who ought to have been put on enquiry by the circum- 
stances, but made none, is taken to have had notice of a 
want of authority. Therefore the plaintiffs were entitled 
to recover the money from the defendant. There was 
judgment for £135 with costs. 


Publications 


The Auditor and Mechanised Accounting. By 
‘J. H. Burton, F.S.A.A. (Jordan & Sons, Ltd., 
London. Price 10s. 6d. net.) 

Office machinery is being introduced to a greater or 
lesser extent in the accounts of all businesses above the 
very smallest, and as restrictions on the supply of 
machinery are diminished its application is likely to be 
increasingly extensive. In these days, therefore, the 
auditor needs two things. Firstly, a knowledge of the 
machinery and its working, including some recognition 
of the possibilities of misuse ; and secondly, a full and 
detailed discussion of the audit checks available in 
practice. We therefore turn to this book hopefully, and 
find that it is a very valuable addition to the literature 
discussing accounting machinery from the point of view 
of the responsible head of an accounting department, 
and everyone concerned with the audit of accounts kept 
by machine methods will find it valuable. 

Next comes the question of internal check, not quite 
accurately described by the currently used term “ in- 
ternal audit.” This involves chiefly self-acting checks 
devised within the system and, in the largest organisa- 
tions, a department devoted to the business of main- 
taining a continuous check upon the work done. It 
has the substantial advantage over the independent 
audit of constant up-to-date supervision of the accounts. 
This book deals adequately with this department, but 
it does not give as full a study as the “ outside ” auditor 
would desire of the matter of self-acting checks. 

We are told on the title page that the book embraces 
“external and internal audits,” and the author begins 
with a brief section headed “‘ The Auditor of Mechanised 
Accounts and the Law,” which indicates the general 
principle of law under which a professional man who 
holds himself out as being prepared to perform services 
for payment impliedly guarantees that the tasks 
entrusted to him will be performed with reasonable care 
and skill, and he adds that the auditor must therefore 
understand the principles and practice of mechanisation, 
together with the failures to which machinery is subject 
and the extent to which mechanical appliances help in 
the detection of fraud. There are a number of references 
to audit points and problems, and a chapter of eight 
pages on “ Special Points for the Auditor.”” The chapter 
consists of many useful hints, but nevertheless this 
side of the book is something of a disappointment, and 
the “ Dicksee ’’ of mechanised accounting has still to be 
written.—W. J. B. 


The Finance Act, 1947. By H. E. Amos and Frank 
England. (Butterworth _& Co. (Publishers), Ltd., 
London. Price 15s. net.) 


This work, which has been reprinted from Butter- | 


worth’s Emergency Legislation Service, follows the lines 
which will be familiar to its users. There is a full 
index s ising the provisions of the Act on income 
tax, profits tax, death duties, and stamp duties, in 
addition to customs and excise matters with which 
accountants are not so intimately concerned profes- 
sionally. The Act and its schedules are reprinted in 


full, and the authors’ notes follow the relevant section 
or schedule in the text. 

There is a useful discussion of Sections 19 to 23 
relating to ‘‘retirement provisions” and pensions schemes, 
accompanied by extracts from the proceedings in the 
House of Commons Committee on the Bill. These 
Sections have again increased the discretionary powers 
of the Commissioners of Inland Revenue, and in practice 
accountants have come to realise that this will involve 
a further weakening of the direct relationship between 


._ the Inspector of Taxes and the taxpayer and his repre- 


sentatives. 

The commentary on the sections relating to profits 
tax will be useful for reference, although it does not 
profess to provide a translation of the sections into 
worked computations, of which accountants at this 
stage are most in need. In consequence, there is no 
treatment of some of the detailed difficulties which have 
already been pointed out in the columns of ACCOUNTANCY, 

The excellent commentary on the effect of the changes 
in legacy duty, particularly in relation to bequests to 
persons in succession, would also be strengthened by 
numerical examples. It has always been apparent to 
those engaged in the administration of estates that 
the cost of preparation of residuary accounts has 
been out of proportion to the yield of duty, and a 
simpler alternative to the present method should be 
possible. It now appears, however, that by the increase 
of the rate of duty, the probability of a continuance of 
the existing methods has been increased.—J.A.]J. 


Tax Practitioners’ Club 


The Tax Practitioners’ Club is now in its third-year. Its 
objects are to promote good fellowship, mutual assistance 
and the interchange of experience and information among 
those concerned with taxation in the course of their pro- 
fessional vocations. 

The members gather monthly for lunch and to discuss 
their problems. An experienced speaker gives a talk on 
some interesting or topical tax matter and a discussion 
follows. 

The speakers during the year included a Member of 
Parliament, a nowy reel armed soe author, a Tutorial 
College lecturer, and seyeral barristers. 

These monthly meetings are very popular and members 
find them of real value in their professional activities. 

An invitation is extended to all interested to attend the 
next lunch. Details can be obtained from the Secretary at 
28, Great Queen Street, London, W.C.2. 


The varied municipal activities which provide Birming- 
ham’s million citizens with homes, educational and health 
services, water, gas and electricity, transport services, 
municipal meals and even municipal banking, are fully 
described in the ve ye § Birmingham Handbook which has 
just been issued hy dss City’s Information Department, price 
2s. 6d. or 3s. post free 

Many plans for a new Birmingham, which will be pro- 
ceeded ywith when circumstances permit, are described within 
ee eee eee the handbook, which 
= ee of many citizens : 

where do the rates go?” 
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Society of Incorporated Accountants 


President’s Dinner 

The Right Hon. J. H. Wilson, O.B.E., M.P., President 
of the Board of Trade, was the guest of honour at a 
dinner given by the President of the Society of Incor- 
porated Accountants on November 25. 

Sir Frederick Alban, C.B.E., F.S.A.A., J.P., President 
of the Society, in welcoming the President of the Board 
of Trade, expressed his pleasure that his old friend Mr. 
Gilbert Shepherd, President of the Institute of Char- 
tered Accountants in England and Wales, and Mr. 
T. E. A. Killip, President of the Association of Certified 
and Corporate Accountants, were there. He was also 
glad to welcome Sir Edward Wilshaw; Sir Arnold 
Gridley, President of the Association of British Chambers 
of Commerce ; Sir Hubert Henderson, Professor of Polit- 


ical Economy, Oxford University ; Mr. H. F. Carpenter, . 


President of the Chartered Institute of Secretaries and a 
member of the Society ; Mr. J. B. Braithwaite, Deputy 
Chairman of the Stock Exchange; and Mr. J. R. N. 
Stone, Fellow of the Department of Applied Economics, 
Cambridge University. 

Sir Frederick spoke of the great progress made by 
the accountancy profession in the last twenty years. The 
profession derived much of its strength from its wide 
experience of many industries of all sizes and kinds. 
That nationalised industries should set up internal audit 
systems was in accordance with normal commercial 
practice. But he strongly held the view that it was in 
the interest of the public—who were the owners—that 
the accounts of the boards managing the industries should 
be subject to an independent audit by practising 
accountants and not merely to a check by another 
department of the same industry. In the coal industry 


many hundreds of professional firms were to be displaced ~ 


by a vast internal audit department. But the effect 
on the profession could not be measured only in terms 
of the serious loss of audits ; if this became a precedent 
the progress of the profession would be retarded in that 
its scope would be seriously restricted and narrowed. 

He recalled that the Lord Chancellor in the House of 
Lords during the debate on the Electricity Act had averred 
that the accounts of all important companies should be 
audited and looked after. by properly qualified 
accountants. 

The profession welcomed the provision in the Com- 
panies Act which for the first time defined the qualifica- 
tion of the auditor of a company, but they looked 
forward to the further regulation of the profession on 
the lines of the draft Public Accountants Bill which had 
been submitted by the accountancy bodies to the Board 
of Trade. 

Accountants knew the good work done by Mr. Wilson 
at the Ministry of Fuel and Power in simplifying forms 
and controls, and they would be very willing to co- 
operate in the simplification of controls at the Board. of 
Trade. 

But relations between the Board of Trade and the 
profession covered a much wider and more permanent 
field. Practically all the working parties stressed the 
importance of costing in their recommendations—and 
he did not think this was entirely due to the influence 
of his colleague on the Council of the Society, Mr. R. E. 
Yeabsley, Accountant Adviser to the Board of Trade 
and a member of the working party on the hosiery 
industry. The Industrial Organisation Act provided 
that Development Councils should be set up for certain 


industries: he hoped that the profession would be 
given the opportunity to co-operate on these Councils. 
Accountants could perhaps be of assistance in the field 
of industrial statistics, and in developing the use of 
accounts for management purposes. The profit and loss 
account was no longer an adequate test of efficiency ; 
other accountancy methods must be developed. 

They were proud that the Board of Trade had always 
made wide use of the services of Inco: ted Account- 
ants. They were gratefu] to the President of the Board 
for honouring them by his presence, and they extended 
to him their best wishes for the success of his forth- 
coming mission to Moscow. 

The Right Hon. J. H. Wilson, O.B.E., M.P., President 
of the Board of Trade, said that although a Fellow of the 
Royal Statistical Society he did not believe in theoretical 
statistics. There must be a practical approach to every 
problem, with some intelligent use of figures. : 

The war and post-war years had seen considerable 
development in national accounting. The new approach 
to economics was via “social accounting.’”’ This was 
partly attributable to the revolutionary theories of the 
late Lord Keynes in the field of national income sta- 
tistics. There was no automatic equilibrium: employ- 
ment was created by income and by national expendi- 
ture. Even if there had been no war, economic planning 
based on this doctrine would probably have formed part 
of future Budgets. 

The war had seen a great development in figures of 
the balance of payments, which in 1940 were practically 
non-existent. It was only some time afterwards that 
we knew that the 1938 volume of imports was paid for 
as to one-twelfth by living on capital (in addition to one- 
fifth paid for by earnings on investments). No business 
firm could go on like that. Its auditors would have 
something to say if it tried. He now regularly saw 
quarterly balance of payments statements on income and 
capital account, analysed in full detail. 

Internal planning comprised the Budget, all measures 
to check inflation, and the capital investment programme. 
Much of it must depend on physical controls, but it was 
important to have national totals of investment, dis- 
investment, replacement, obsolescence, etc. To collect 
this information by compulsory returns would be very 
burdensome both to industry and to the civil service. 
But much of it did exist in the records and accounts kept 
by individual companies for their own purposes. He 
believed it was possible—and he understood that the 
belief was shared by members of the accountancy pro- 
fession—that, by relatively small modifications of the 
present system of commercia] accountancy, many of the 
figures which the Government needed could be produced 
in such a form as to be capable of easy compilation and 
digestion. He understood that some work was being 
done by Mr. Richard Stone, of the Department of 
Applied Economics at Cambridge, in association with a 
small body of accountants and economists, with the 
idea of producing a format of industrial accounts capable 
of being integrated over the nation in such a way as to 
produce precise information on the national income, rate 
of investment, return to capital, and other figures. It 
was hoped that when a satisfactory system was worked 
out it would be adopted generally in this country, and 
possibly internationally, so as to secure comparable 
figures for different countries. Work was also pro- 
ceeding on the formulation of universally acceptable 
definitions of such concepts as capital depreciation and 
amortisation. 
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Dinner at Plymouth 


The annual dinner of the Incorporated Accountants’ 
District Society of Devon and Cornwall was held at 
the Grand Hotel, Plymouth, on November 28. Mr. 
G. E. L. Whitmarsh, F.S.A.A., was in the chair, and the 
guests included the Lord Mayor of Plymouth (Alderman 
H. E. Perry); Sir Frederick Alban, C.B.E., J.P., 
F.S.A.A. (President of the Society of Incorporated 
Accountants) and Mr. A. A. Garrett (Secretary) ; 
Professor John Murray, M.A. (Principal, University 
College of the South-West, Exeter); Mrs. Lucy 
Middleton, M.P.; Mr. H. M. Medland, M.P.; and Mr. 
W. P. Spargo (President, Institute of Bankers). 

The toast of the City of Plymouth was proposed by 
Mr. T. R. Johnson, F.S.A.A., City Treasurer, who gave 
some interesting information on the history of Plymouth. 

The Lord Mayor, who was cordially received, while 
referring to the difficulties of Plymouth, mentioned 
substantial progress made by useful improvisations in 
the midst of the much-damaged city. 

Professor John Murray, M.A. (Principal, University 
College of the South-West), proposing the toast of the 
Society of Incorporated Accountants, spoke on the 
relationship between accountancy, education and culture. 
He said that accountancy was needed in every phase of 
life and that men and women of the accountancy 
profession should study at the universities not only 
with a view of learning their own particular subject, but 
should observe subjects of general culture as well as 
technical education. He maintained that university 
and secondary school students alike suffered from the 
growth of specialisation. 

Sir Frederick Alban, C.B.E., J.P., F.S.A.A., President 
of the Society of Incorporated Accountants, said the 
Society had now nearly 8,000 members, and there were 
Branches and District Societies in all parts of the 
country and overseas. There were three methods of 
entry to the Society. Of the older systems, entry by 
articles of clerkship was preferable, and he hoped that 
where possible articles would be given without premium. 
But an alternative was provided in that those who had 
suitable experience for a considerable period were freely 
admitted without articles. The Society was democratic, 
and was only a “closed shop” to those who failed to 
pass the examinations or had not the requisite practical 
experience. 

Sir Frederick commended the very sound advice 
concerning accountants and universities given by 
Professor Murray and they had already endeavoured to 
make some response. To give willing entrants the very 
great advantage which universities could provide, eleven 
British universities were included in a scheme whereby 
professional training could be integrated with a period 
as a full-time university student. In future a block of 
members of the profession, both men and women, would 
have a university background, and with the help of 
Professor Murray, he hoped that the University College 
of the South-West would participate in the scheme. 
They were trying to extend this third method of entry, 
and there was now an education officer. 

The country must live upon its exports, and 
accountants could render great service by showing where 
there was waste and how to help in economy. 

Mr. G. E. L. Whitmarsh, F.S.A.A., President of the 
Devon and Cornwall Society, proposed the toast of the 
guests, and expressed the pleasure of the District 
Societies in receiving distinguished visitors both from 
Plymouth and other parts of Devon and from elsewhere. 
Mrs. Lucy Middleton, M.P., responded in a felicitous 
speech and emphasised the value of accountancy infor- 
mation and statistics in Parliamentary life. Mr. W. P, 
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Spargo also responded and succinctly referred to aspects 
of balance sheets which particularly interested bankers. 

Excellent arrangements had been made for the dinner 
by Mr. P. D. Pascho, F.S.A.A., the Hon. Secretary of the 
District Society. 


EXAMINATIONS 


Questions on the Companies Act, 1947, will not be set in 
the Intermediate or Final Examination of the Society 
until after the May, 1948, examinations. 

In the Intermediate Examination no further questions will 
be set on excess profits tax, but Final candidates must be 
prepared to answer questions on this tax. At least six 
months’ notice will be given of the discontinuance of these 
questions in the Final Examination. 

The imi , Intermediate and Final Examinations 
will be held-on May 4, 5, and 6, 1948, at London, Manchester, 
Leeds, Cardiff, Glasgow, Dublin, and Belfast, and (for South 
African candidates) at Cape Town, Durban and Johannesburg. 
Applications on the appropriate form, accompanied by all 
relevant supporting documents and the fee, must reach the 
Secretary at I rated Accountants’ Hall not later than 
Tuesday, March 16, 1948. 

The Society does not undertake to arrange hotel accom- 
modation. Candidates must make their own arrangements 
in this respect. 

COUNCIL MEETING 


WEDNESDAY, NOVEMBER 26, 1947 


Present: Sir Frederick Alban, C.B.E. (President) in the 
chair ; Mr. J. Paterson Brodie (Vice-President), Mr. A. Stuart 
Allen, Mr. C. Percy Barrowcliff, Mr. R. Wilson Bartlett, Mr. 
Robert Bell, Mr. M. Branson, Mr. E. Cassleton Elliott, 
Mr. M. J. Faulks, M.A., Mr. Walter Holman, J.P., Mr. D. R. 
Matheson, M.A., LL.B., Mr. A. E. Middleton, L.C.C., Mr. 
Bertram Nelson, J.P., Mr. T. Harold Platts, Mr. F. A. Prior, 
Mr. R. E. Starkie, Mr. Toothill, Mr. A. H. Walkey, 
Mr. Richard A. Witty, Mr. F. Woolley, J.P., Mr. R. E. 
Yeabsley, C.B.E., Mr. A. A. Garrett (Secretary) and Mr. 
I. A. F. Craig (Deputy Secretary). . 

Apologies for non-attendance were received from: Mr. 

ohn Ainsworth, M.B.E., Mr. A. B. Griffiths, Mr. Alexander 

, Mr. L. C. Hawkins, Mr. C. A. G. Hewson, Sir 

Thomas Keens, D.L., Mr. James Paterson, Mr. Henry Smith, 
and Mr. Joseph Stephenson, O.B.E. 

Sir Frederick Alban presented to Mr. F. Woolley a bound 
portfolio containing a resolution of thanks at the 
annual general meeting of the Society held on May 21, 1947. 
Sir Frederick’ referred to the valuable work which Mr. 
Woolley had carried out for the Society during his Presidency. 

Mr. Woolley thanked members of the Council. 

The President expressed the congratulations of the Council 
to Mr. A. E. Middleton upon his appointment as a member of 
the Royal Commission on the Press; and to Mr. R. E. 
Yeabsley upon his appointment as a member of the Committee 
set up by the President of the Board of Trade to make general 
enquiries into the practice of resale price maintenance. 

INTERMEDIATE AND FINAL EXAMINATIONS 

The Council decided that questions on Excess Profits Tax 
shall cease to be set in the Intermediate Examination, but 
may continue to be set in future Final Examinations ; also 
that at least six months’ notice shall be given if and when 
such questions are discontinued. 

The Council resolved that no question on the Companies 
Act, 1947, shall be included in the legal papers until after the 
May, 1948, examinations. 

SECRETARY'S VISIT TO THE UNITED STATES AND CANADA 

The Council received a report from the Secretary on his 
recent visit to Canada and the United States. Mr. Garrett 
represented the Society at a meeting of the American Institute 
of Accountants at Miami on November 3 to 6. 

YEAR Book 

A report was received on progress made in preparing a 
new Year Book. It was hoped that the Year Book would be 
published at the end of January, 1948. 

BookLeTt FOR NEw MEMBERS 
ItZwas reported that a booklet edited by Mr. Richard A. 
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Witty and including his address on “ Etiquette of the Pro- 
aoe Di ager tet eal bey we og A copy would 
be given to each new member of the Society on election. 


District Societies’ ACTIVITIES 
A report fromthe District Societies Committee recorded 
meetings held and other activities of District Societies during 
the 1946-47 session and the programmes arranged for the 
current year. 
RESIGNATIONS 
The ing resignations were accepted :— 
Gray, ur Thomas (Associate), London. 
Hore, Frederick (Associate), Los Angeles, California. 
MACKENZIE, John Tannett (Fellow), Braintree. 
RoBeErts, Ivan (Associate), Worcester. 
StonE, John (Fellow), London. 
DEATHS 
The Council received with regret intimation of the death 
of each of the following members :— 
Cook, Nicholas (Associate), London. 
N, Horace Revitt (Fellow), St. Helens. 
Duxsury, Nathaniel (Fellow), Blackburn. 
FAULKNER, Charles Henry (Associate), Stockport. 
Franceys, Arthur Leicester (Associate), Gwelo, S. 
Rhodesia. 
FRANKLIN, Benjamin, LL.B. (Associate), London. 
GuHarRDA, Burjor Pestonji (Fellow), Bombay. 
Hancock, George John, B.Com. (Associate), London. 
HENDERSON, Sydney Charles (Associate), London. 
Hiccs, William Henry Herbert (Associate), Leicester. 
Josui, Dattatraya Gakesh, M.A. (Associate), Madras. 
KELSALL, William Henry (Associate), Liverpool. 
LUNGLEY, Charles James (Fellow), Brighton. 
MarSHALL, Alexander Black (Associate), Glasgow. 
NEwsHAM, Edwin (Associate), Merston-in-Wharf 
Scott-Moor_E, Joseph (Fellow), Egham, Surrey. 
SIEVWRIGHT, William Barclay (Fellow), Perth. 


DISTRICT SOCIETIES AND 
BRANCHES 


SOUTH AFRICAN (WESTERN) BRANCH 

Sir Thomas Keens, D.L., F.S.A.A., Past President and 
member of the Council of the Society, was the guest of honour 
at a luncheon given at the Mount Nelson Hotel, Cape Town, 
by the Committee of the South African (Western) Branch. 
Other guests were the President (Mr. J. C. F. Hartford, 
A.S.A.A., C.A. (S.A.)), the Vice-President (Mr. J. Douglas, 
O.B.E., F.S.A.A., C.A. (S.A.)), amd members of the Council 
of the Cape Society of Accountants and Auditors. 

The Chairman of the Branch, Mr. A. C. Sergeant, F.S.A.A., 
C.A. (S.A.) welcomed Sir Thomas Keens. In reply, Sir 
Thomas gave an interesting account of the accountancy 
profession in Great Britain, mentioning in particular the 
proposed Bill for its co-ordination and the effects of the 

nationalisation of various industries. He concluded with a 
vivid description of a day in the life of an accountant during 


the “ blits.” 
CANADIAN BRANCH 

The following have been appointed members of the 
Committee: Colonel H. D. Lockhart Gordon, 
D.S.O., V.D., F.S.A.A., Toronto, Chairman; Mr. A. E. 
Bishop, AS.A.A., Montreal ; Mr. Kris Mapp, A.S.A.A., 
Toronto; Mr. W. J. Saunders, F.S.A.A., Toronto; and Mr 
Alexander Archibald, A.S.A.A., Montreal, Honorary Secre- 


= MANCHESTER 
Syllabus of Lectures 


948 

Jan. 14 “New Companies Act,” by Mr. A. E. Langton, 
LL.B., A.S.A.A., A.C.LS. Joint Meeting with 
the Manchester Society of Chartered Accountants, 
Midland Hotel, 6 p.m. Members and Students. 

Jan. 23 “Quiz.” Panel of Committee. Exchange Estate, 

15 p.m. Students. 

Jan. 30 = Discussion Meeting. Midland Hotel, 

p-m. p 

Excess Profits. Tax Terminal Provisions,” by 

_ Mr. H. A. R. f. Wilson, F.C.A., F.S.A.A. Joint 

with the Manchester Society of Chartered Ac- 


Feb. 25 “ 
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' Manchester. Mr. Smith was 52 years of age. 


countants. Midland Hotel, 6 p.m. Members and 

Students. 

Mar. 12 “ Machine Accounting,” by Mr. R. N. Barnett, 
F.S.A.A. Estate Exchange, 6.15 p.m. Students. 

Mar. 20 “‘ Equitable Apportionments,” by Mr. J. Linahan, 

A.S.A.A. Clarence Café, 6, Booth Street, 10 a.m. 

Students. 

“‘ Mock Income Tax Appeals,” to be arranged with 

Association of H.M. Inspector of Taxes, Man- 

chester Centre. Date to be announced. 

April 9 Students’ Annual General , followed by 

“ Quiz.” Clarence Café, 6.15 p.m. 


Mar. — 


Apr. 14 rt Finance,” by Mr. W. W. Syrett, Member 
of the Institute of rt. Joint with the 
Chartered Institute of ies (Manchester 


and District Branch). Chartered Accountants’ 
Hall, 6 p.m. Members and Students. 
June 18 Annual General Meeting. 


SOUTH WALES AND MONMOUTHSHIRE 
Cardiff and Newport Students’ Societies 


A joint meeting of the Cardiff and Newport Students’ 
Societies was held at the Temple of Peace and Health, 
Cardiff, on November 6, when Mr. Ivor Griffiths, A.S.A.A., 
gave a lecture on “Consolidated Balance Sheets.” Mr. 
W. G. Evans, A.S.A.A., P carey resided. Mr. Griffiths made 
particular reference to the effect of the new Companies Act, 
and used helpful blackboard illustrations. There was a 
splendid attendance and evidence of appreciation was the 
considerable number of questions put to the lecturer. A 
most successful meeting terminated with a vote of thanks 
to Mr. Griffiths. 


PERSONAL NOTES 


Mr. E. Ewart Pearce, M.B.E., F.S.A.A., the immediate 
Past President of the Incorporated Accountants’ District 
Society of South Wales and Monmouthshire, has regained his 
seat on the Cardiff City Council, and is now senior member 
for the Cathays Ward. 

Mr. Edward Greenwood, A.S.A.A., has been admitted to 
partnership by Messrs. Brown, Butler & Co., Incorporated 
Accountants, of 32-33, Commercial Street, Leeds, 1. 

Messrs. E. A. Knowles & Co., Incorporated Accountants, 
75, Deansgate Arcade, Deansgate, Manchester, 3, have 
admitted into partnership Mr. S. Rathbone, A.S.A.A., as 
from November 1, 1947. The style of the firm remains 
unchanged. 

Mr. Egerton Eckersley, A.S.A.A.,  F.I.M.T.A., City 
Treasurer of Winchester, has been appointed Borough 
Treasurer of Swindon. 

Messrs. Pridie, Brewster & Gold, of 61-62, Gracechurch 
Street, London, E.C.3, announce that Mr. G. Roby Pridie 
and Mr. Thomas Gold have retired from the firm, but will 
be available for consultations. Mr. David E. Brewster, 
Chartered Accountant, who has been associated with the 
firm for many years, has been admitted into partnership. 
By agreement with his former partners, Mr. Pridie will 
practise as consultant at the same address. 


REMOVALS 


Messrs. Peat, Marwick, Mitchell & Co. announce that they 
have removed their Middlesbrough offices to Queen’s Square, 
Middlesbrough. 

Mr. J. Fred Stott, A.S.A.A., has removed to 30, Radstock 
Road, Stretford, Manchester. 

Mr. J. O. Magee, A.S.A.A., practising under the style of 
ine Magee & Co., Incorporated Accountants, advises that 

address is now 98, Ferndale Road, London, N.15. 


OBITUARY | 


THOMAS SCHOFIELD SMITH 
We regret to record the death on December 6 of Mr. 
Thomas Schofield Smith, F.S.A.A., senior partner in Messrs. 
Horsfield and Smith, Incorporated ogee ogg Moe and 
e became 


a member of the Society in 1922, after ten years in the 


service of Messrs. E. O. Mosley and Co., and shortly after- 
wards commenced public practice in i 

late Mr. A. Horsfield, 

ship in 1926. 


with the 


F.S.A.A. He was admi' to Fellow- 


January, 1948 
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